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I -THE OVERALL SITUATION 
The Community countries are at present in a phase of transition and adjustment of 
economic trends, in which the development of the various indicators shows some 
differences. The decline in economic activity which began in the middle of last 
year turned out to be more pronounced and longer lasting than had been generally 
expected. In terms of capacity utilization and employment the situation is now the 
most unfavourable ever experienced by the Community. Unemployment and the 
number of workers on short time are increasing in all the member countries. It is 
not certain that the downward movement of economic activity has already reached 
its lowest point, but it can be stated with some confidence that the recessionary 
trends which are a feature of demand and production are steadily becoming less 
pronounced. Signs of an improvement in the economic climate are still few and far 
between and are not yet conclusive. Although domestic demand has been steadier 
in the last few months, foreign demand has fallen appreciably, under tthe influence 
of a recession which has developed simultaneously in all the industrial countries. 
The deficit in the trade balance and in the balance of payments of the Community 
has shrunk at a surprisingly fast rate, as a result of the weakness of economic activity 
and helped by an improvement in the terms of trade. Clear differences nevertheless 
persist between member countries on the domestic front. The rise in producer 
prices and also in import prices has eased. But the improvement has been much less 
marked at the consumer price level; since the beginning of the year, however, the 
rise in consumer prices has slowed noticeably in some of the Community countries, 
but in two other member countries, on the other hand, it has accelerated strongly. 
At the moment it is difficult to evaluate with any great precision the favourable 
elements and the accompanying dangers in the economic outlook for the rest of 
this year. Certain autonomous factors, such as an end to the rundown of stocks and 
especially the measures both global and selective which have been introduced to 
revive the economic situation, are basic conditions which allow the hope that a 
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gradual recovery of economic activity in the Community will be seen beginning next 
autumn. An appreciable stimulus should come in particular from the tendency in 
member countries for interest rates to fall, from the general relaxation of monetary 
policy, and also, in those countries with a balance of payments surplus, from the 
expansionary influence of budgetary policy. On the other hand, it is not yet known 
when and to what extent consumers and investors will abandon their present 
cautious approach. The contribution expected from the recovery of exports to 
non-member countries will be fairly limited at least until towards the end of the 
year. In these circumstances real gross domestic product of the Community in 1975 
as a whole is forecast to be slightly below the previous year's level. 
The upturn in demand and output which should become evident in the second half 
of the year will not result in the near future in a significant improvement in the 
labour market situation. The delay before the revival of activity affects employment 
will be longer than usual on this occasion, given the extraordinarily wide margins of 
spare capacity and the structural changes which must take place. T.he rise in 
consumer prices will continue at a rate which varies considerably from country to 
country. Although inflationary trends are easing in some countries, the rise in prices 
and costs will scarcely slow down in annual average terms in the Community as a 
whole; not until towards the end of the year is the rise in consumer prices likely to 
be brought down to a rate of around 10 %. The substantial improvement recorded 
up until now in the Community's balance of payments could come to an end on the 
assumption that a stronger growth of imports of raw material and semi-finished 
goods will occur. 
A. Economic policy problems 
There is no firm revival of economic act.ivity in 
the member countvies; unemployment is running 
at unusually high levels; severe 'hard core' in-
flation has persisted even in the most depressed 
phase of a deep economic trough; and the dif-
ferences between the price and balance of pay-
ments situations in rt:he member countries are 
still considerable. Adl this makes vigorous action 
necessary at the national economic policy level; 
it also demands a Community conjuctural stra-
tegy. The internal risks confronting the Com-
munity are compounded by the uncertainty as to 
when and 00 what extent the womd economy 
will recover from the low point of the most 
acute recession since the war. The situation its 
aggravated by the still unresoilved difficulties 
concerning •the international monetary system, 
the repercussions of the continuing weakness of 
the dollar and the additional uncertainties sur-
rounding future oiJ. pvices. 
In such circumstances, economic policy mea-
sures at all Jevetls, particularly within the Com-
munity, need ·no be constantd.y reviewed and 
coordinated. At the end of 197 4 and again in 
March 1975, the Community's members count-
ries agreed on a programme of complementary 
measures that is in line with both the require-
ments of the fight against inflation and the need 
to improve the employment and balance of pay-
ments situations. At the Council meeting on 
18 March, the member countries adopted ad-
justed economic policy guidelines for 1975.1 
For some time now ·and pavticularly during the 
last few months, these guidelines have been 
translated into practicad action and economic 
programmes, namely: 
- comprehensive measures to stimulate the 
economies of member countries with balance of 
payments surpluses and relatively low rates of 
inflation; 
- cautious and selec1Jive measures to encourage 
investment and reduce unemployment in count-
' Cf. The decision adopted by the CounciJ at its meeting 
of 18 March 1975, based on a communicaltion from ~he 
Commission to the Coundl da·ted 17 March 1975 (re-
produced in Quarterly Survey No 1/1975). 
ries with balanced or rapidly improving pay-
ments situations and 
- pur:suitt of generally restrictive policies in 
countries with heavy payments deficits and high 
rates of inflation. 
There is no reason at the preesnrt: time to change 
fundamentally this strategy-tailored, as it is, 
to the needs of individual countries though based 
on an overall Community approach- even .H 
the upturn, as now seems likely, should be de-
layed, and the pacemaker role to be played by 
the surplus countries should ther:efore not yet 
become effective. This in no way rules out 
selective measures, for example, to reduce un-
employment. The main r.isk attendant upon 
further stimulatory measures is that they may 
lead to overheating during the ne:x~t upswing 
and, as in 197 3, produce a situation that woutld 
call for even stricter curbs on activity and woutld 
generate even greater unemployment than be-
fore. The difficulty in obtaining any further 
easing tin consumer prices shows how precarious 
the initial success in combatting inflation may 
be and how hard it .is to change attitudes to 
inflation that have become deeply rooted over 
the years. At the same time, however, those 
threats to employment, pr:oduction and capacity 
utilization which will materialize if the economic 
upswJng at both international and Community 
level is delayed until 1976 proves to be very 
modest in scale cannot be neglected. 
The short-term economic policies of the Com-
munity countries will have to resolve the fol-
lowing difficulties: 
- on the one hand, the possibility that the 
strength of the coming recovery of economic 
activity could give rise no the renewed appear-
ance of inflationary tendencies and ,lead to a 
deterioration of the balance of payments must 
be avoided; 
- on the other hand, the continuance of, or 
even a worsening in the stagnation of produc-
tion and substancial unemployment, in a situa-
tion where too much faith 1s placed in the auto-
matic market mechanisms and in the economic 
policy measures already taken, must be pre-
vented. 
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In any review of economic po[icy, it would be 
a great mistake to ignore the limited room for 
manceuvre that most .all member contries cur-
rencly have 1n this field. Because of their heavy 
dependence on trade, a1l the Community count-
ries are .relying on the large industrial count-
ries outside the Community to move out of 
recession and into a period of recovery as soon 
as possible. The member countries with heavy 
balance of payments deficits have framed their 
economic policies to take full advantage of 
export opportumtles. For them, excessive 
growth of domestic demand would jeopardize 
the prospect of restoring balance of paymentls 
equilibrium and obtaining foreign credit and 
would drive their inflation rates still higher. But 
the surpilus countries, too, are hampered, in that 
any additional budgetary measures would force 
up budget deficits that are already very high. 
More than additional short-term measures, what 
now seems necessary 1s aotion to •stabilize the 
medium and long-term expectations of those in-
volved in the economic process and to strengthen 
the confidence of investors and consumers in the 
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future. The uncertainties surrounding the pre-
sent situation and the delayed upswing are to be 
ex:p~ained largely by the combined impact of a 
considerable number of factors which •ate mostly 
not cyclical but structural in nature: the •Struc-
tural problems that have been persistennly 
ignored, from the time before the oiJ crisis, the 
additional inflationary shock and the reorganiza-
tion imposed by the oil cris1s, the effects of :the 
heavy appreciation or depreciation of member 
countries' currencies that are now being felt, 
and, lastly, the conditioning and warping of 
mental attitudes resulting from the world infla-
tion since the early 1970's. Neither the intensity 
nor the pattern of the expected economic up-
swing will be comparabJe with past cycles. 
1ihe conjunctural strategy to obtain a more or-
derly cyclical development must be accompanied 
by, at Community level, a structural medium-
term policy which would include employment 
policy and which would reconci:le overall growth 
prospects with the needs of the structural 
changes to be achieved. 
B. Recent developments 
1. The world economic situation 
In the final months of 197 4 and Jn the first 
quarter of 1975 the down turn in economic 
activity in the developed countries out·side the 
Community became ·steeper ·and more wide-
spread. A.!s a consequence unemployment .in-
creased very strongly and has reached post-war 
record levels in several countries. The continued 
weakness of non-oi1l commodity prices, especially 
for indus~riail raw materials, and the freeze of 
oil prices until September agreed by the OPEC 
countries are .factors which have he:lped to limit 
inflationary pressures, and ou~ut prices have 
risen more slowly or even fallen ·in recent 
months. The rise in consumer prices, ailthough 
generahly sti.11 very fast, has a:lrso eased in some 
countries. 
There has been an appreciable falJ •in ·the volume 
of world trade in recent months. Demand for 
imports by the developed countries has been 
very weak because of depressed domestic .activ-
ity. Imports by the non-oil producing developing 
countries have fallen in real terms, ·sines these 
countries are being squeered by the higher cost 
of oiJ, the weak demand for their eX!ports from 
the industrial countries and a deterioration in 
World trade (volume of imports basis) 
(% change on preceding year) 
Total developed countries 1 
OPEC 
Other developing countries 
Centrally planned economies 
World 1 
EEC 
World2 
1 Excluding EEC. 
2 Including EEC. 
Source: Estimates of services of the Commission. 
1973 
13.5 
20.0 
14.0 
12.0 
13.5 
12.5 
13.0 
their terms of trade. Imports by the oil-produ-
cing countries on the other hand have continued 
to grow very vigorously, and there has ailso been 
some expansion in the purchases of the state-
trading countries. 
1974 1975 
2.5 - 4.5 
38.0 35.0 
14.0 - 8.0 
10.0 3.0 
8.0 - 2.0 
0.5 (- 1.5) 
5.0 - 2.0 
In •the United States, the recession which set in 
at the beginning of 197 4 deepened after the 
summer due to a sharp fall in residential con-
struction and consumers' expenditure on durable 
goods and worsened subsequently due to a de-
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dine in manufacturing investment and the run-
ning down of stocks. GNP in real terms de-
dined more steeply in the fourth quarter of 
1974 and the £irst quarter of 1975 (by 2.3% 
and 2.8% respectively). ln March the capacity 
utilization rate in industry fell to an exception-
ally low level of no more than about 66%-. The 
unemployment rate ak> ·rose more rapidly to 
touch 9.2% in May, corresponding 1to some 
8.5 million unemployed, the highest figure since 
1941. In addition, •about 4 rrilllion were on 
short time, and the number of non-registered 
unemployed 1stood at more than 1 million. How-
ever from the beginning of the ·second quarter, 
the above negative trends were becoming less 
pronounced. In addition, housing starts were 
almost stable wh1le wage and salary payments 
in the private sector and orders for durable 
goods have shown some recovery. 
The rate of inflation has eased since the autJumn 
of 1974, resulting principa11y from a faJ.l in the 
prices of basic materials and keener price com-
petition brought about by slackness in demand. 
The wholesaJl.e price index stayed virtually sta-
tionary until Apr11, when it rose under the in-
fluence of a rise in the prices of agrieuiltural 
produce. The consumer pJJice rose during the 
period from January to Apdl ·at an annual rate 
of just over 6%. 
The general sluggishness of economic act'lv:JJty 
led to a failJ in imports while exports remained 
unchanged thanks mainly to strong agricultural~. 
e~rts and the surge in e~rts to OPEC 
countries. Under these conditions the trade 
balance improved considerably; in the first 
quarter the surplus reached $2 1000 million (on 
a fob-fob, seasonally adjusted basis) compared 
with a deficit of $ 500 million in the fourth 
quarter of 1974. 
Short-term interest rates, which had deolin.ed 
owing to the slackness in the demand for 
credit, hardened somewhat in April mainly be-
cause of the expectations that considerable cal1s 
will need to be made on the capitaJl. market to 
finance the huge budget deficit. But this fear 
has abated considerably in recent weeks, and the 
downward trend in rates has reasserted itself. 
Economic activity in Canada full in the final 
months of 197 4 as the economy increasingly 
came under the influence of the recession in the 
USA. Industrial promodon again fe11 .sharply in 
the first quarter ( -2.8% on the previous 
quarter). By April the unemployment rate had 
risen to 7.2%. Exports have been weak while 
imports have continued to increase and the 
trade ballance has moved into deficit. Price rises 
have eased in recent months. 
Changes in consumer prices in major non-EEC countries(%) 
Decem- June Decem- April 
her 1974 to ber Decem- 1975 1974 ; 
1973 to Decem- 1974 to her to 
June her April 1974 April 
Country 1974 1974 1975 January February March April 1975 
Increase at annual rate Increase on preceding month 
USA 12.5 11.9 6.3 0.7 0.5 0.7 0.4 0.5 10.2 
Canada 13.5 11.2 6.9 1.0 0.5 0.7 0.5 0.5 11.1 
Japan 26.6 17.4 12.5 0.4 0.5 0.3 0.8 2.3 13.6 
Community 16.3 13.3 15.7 0.8 1.3 0.7 0.9 1.6 13.8 
Sources: National statistics and estimates of Services of the Commission. 
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Real gross national product in Japan declined by 
0.2 7o and 0.4% in t'he final two quarters of 
1974. Industrial production fell particulanly 
sharrply in December and January, but there 
was some ·recovery in March and April; :thus 
there ,are now signs that the recession in the 
Japanese economy has passed its lowest point. 
Although exports have now :lost the vigour they 
displayed during 1974, ~mports have been very 
weak indeed and the trade surplus has tended 
to increase. There has been a marked easing in 
inflation; wholesale prices declined in each of 
the first three months of 197 5, bringing the in-
crease in April over the same month of 1974 to 
only 4.3 Vc , while consumer prices are alSIO 
rising more slowly. 
The other industrialized countries outside the 
Community felt the effects of world recession 
more and more seriously in the latter part of 
197 4 and early in 197 5. Many of them have 
recorded falls in the trend of production ( Aus-
tralia, Austria, Switzerland), and growth has 
slackened everywhere, influenced by stagnation 
in exports. Many of these countries are running 
substantial trade deficits relat:ive to the size of 
their economies. There has been some ·success in 
getting inflation under control, but the situation 
differs widely from country to country. In the 
latest 12 month period for which information is 
available consumer prices rose by some 8 7r in 
Sweden, 9',/, in Austria and Swit2ien1and, llVc 
in Norway, 17 7r in Australia and 18 7c in 
Finland. 
In the Southern European countries economic 
growth has also slowed and the pace of infLation 
has accelerated in some cases. In Spain output 
has faHen since last autumn, the current account 
deficit is :still very high, and consumer prices 
have risen by 17'/r during the last 12 months. 
In Portugal the inflation rate, which had been 
very high, has eased under the influence of a 
price freeze, the balance of payments deficit has 
deteriorated because of capital outflows, and the 
propensity to invest is very low. In Greece, 
however, production has recently picked up 
after falling in 197 4, the annual rate of increase 
in consumer prices is about 14% and Greek 
exports of manufactured goods have been per-
forming well. There has been lit:tle growth in 
production in Turkey, where the in£1ation rate 
remains above 20% . The trade deficit has 
widened considerably because of a fall in exports 
and a strong rise in the value of imports. 
2. The economic situation in the 
Community 
The deterioration in the economic climate and 
employment situat!ion due to persistent inflation 
and the rise in oil prices continued up to the 
beginning of 1975 and became more serious 
than had been expected. In recent months, how-
ever, the first signs of a change in the economic 
climate have become apparent in severail member 
countries, aLthough the situations in the indi-
vidual member countries still differ signifi-
cantly. This improvement has had little if any 
influence on the labour market situation, which 
has deteriorated further. A more favourable 
trend in the terms of trade and a faJl in the 
volume of imports inhibited by srlack domestic 
demand helped the deficit coontries to make 
considerable advances .in restoring balance of 
payment equiJlih11ium. Generally speaking, pro-
gress made in curbing the upward price move-
ment in the Community remained unsatisfactory. 
The varying degree of success achieved in efforts 
to control the forces generating domestic infla-
tion has contributed to the continuing existence 
of sharp differences between the member 
countries. 
(a) External demand 
Because of the recession in world economic 
activity and stagnation in world trade the ex-
pansion in the value of Community exports to 
non-member countries has slowed down most 
noticeably since the autumn. In reail terms there 
has recentJly been no growth or even a decline 
in these exports. Almost the only buoyant 
markets are in the oil-producing countries, 
where Iitaly has been doing ex:pecially well, but 
exports to the state-trading countries of 
Eastern Europe have also generailly continued to 
expand. 
9 
(b) Internal demand 
In the Community as a whole, internal demand 
in the first half of 1975 showed litnle vigour. 
However, the 's'lackening trends unmistakabJe 
in the second half of 1974 have steadied since 
the beginning of this year. This improvement 
was most pronounced in the Member States 
wiuh comparatively ~low rates of inflation. 
With firms operating well below capacity and 
company profits under pressure (despite the 
fall in raw matevial prices) business investment 
fell in most industries up to the spring. Clearly, 
however, the measures which have been intro-
duced have helped to limit this downward ten-
dency in investment. These include, in ,aJl mem-
ber countries, outs in interest rates and easier 
borrowing conditions and, in some countries, 
investment incentives. In Germany, for instance, 
fixed investment in some indus,tries and pur-
chases of new motor vehicles reverted to a 
rather more buoyant trend. In France, where 
the level of investment is relatively high, the 
implementation of the programme to expand 
r.uclear energy capacity acted 'to support eco-
nomic activity. In the United Kingdom, invest-
ment in the oa industry and investment by the 
nationalized industries continued to expand. In 
building, stronger public sector demand together 
with measures to promote private investment 
helped to limit the decline in investment. Resi-
dential construction i's apparently, however, still 
declining despite certain measures to promote 
subsidized housing; in severaJ Member States 
the number of unsold dwellings is 'still very 
high. 
In the first haif of 1975, the rundown of stocks, 
affecting in partirular basic materials and pro-
ducer goods, continued to curtaiJ. economic 
activity. This trend, which stems mainly £rom 
declining raw material prices and the uncertain 
economic outlook, now appears to be less 
marked. But as yet, except in a few industries, 
there has been no notable decline in the stocks 
of finished goods which inevitably buiJlt up 
during the downswing in the economy. 
Apart from in Denmark and the Netherlands 
the pace of private consumers' expenditure has 
been sluggish since the beginning of the year. 
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The rise in personal disposable incomes, how-
ever, does not appear to be s1ackening further. 
While the fall. in the numbers in employment 
and the cuts in hours worked again eroded total. 
incomes, wages and transfer incomes continued 
to rise rapidly in several Community countries, 
due essentially to the indexation of wages and 
the 11ise in social benefits to compensate for the 
loss of income reswlting from unemployment. In 
addition in some countries- in particular Den-
mark, Germany and the Netherlands -the tax 
burden on persons was eased at the beginning 
of ~the year, and in Italy a reform of the sliding 
tax scale limited the fall in the purchasing 
power of wages. The propensity to save, how-
ever, remained very strong as the uncertain 
economic prospects made households more 
cautious. The textiJ.e industry and manufacturers 
of consumer durahles have been, generally 
speaking, the hardest hit by the sluggishness of 
consumer demand. Sales of passenger cars re-
mained depressed, ailthough in Denmark and 
Germany the number of new registrations rose 
slightly. 
(c) Production, employment and imports 
After faJ1ing in the final quarter of 197 4 in aU 
Community countries, production has tended to 
steady in some countries since the beginning of 
Industrial 
% production 
3 
2 
I\ 1 ... 
0 
-\, 
~ 
-1 
-2 
-3 
~ /I/\ 
\ ,; rt \., 
\) 
v 
Three month movmg 
average of the monthly 
rate of vanauon 
CD 
, 
! IIIII lV V VIVIIVIIIIXX XIXIIIIIIIIIV V VIVIIVIUIXX XI XII IIIIIIIVV VIVIIVIIIIXX XI XII 
1973 1974 1975 
the year. The degree of capacity utilization is, 
however, lower and delivery leadtimes shorter 
than at any time since the end of the war. Apart 
from some very Hmited cases, production was 
no longer held up by supply botulenocks or dif-
ficulties in obtaining finance or finding workers. 
The SOEC seasonally adjusted index showed 
that industrial production in the Community 
(excluding construction and the food, drink and 
tobacco industry) in the first quarter of 197 5 
remained at the low level of the HnaJ quarter of 
1974; compared with the same period of the 
previous year there was a fall of about 6%. In 
the cady months of the year, production of 
basic materials and intermediate products, and 
above all steel production, fell even below the 
levels for the final quarter of 197 4. In the 
metal-working industry, however, the down-
ward trend has bottomed out, mainly owing to 
the increased output in the motor industry and 
electrical ingineering. In bu1lding and consrruc-
tion, increased expenditure by the public auth-
orities appears, in come countries, to have can-
celled out the decline elsewhere. 
In the service industries too, the effects of the 
general economic downturn are discermble. 
Annual 
growth rates % Gross domestic product 
6,--4~----~~-------------------. 
2~----------------------------+-~ 
I 
I 
I 
Industrial production 1 
(% change on preceding quarter)2 
1973 1974 1975 
Country 
I II III IV I II III IV I3 
Germany + 3.3 + 0.2 + 2.1 - 0.1 -0.6 + 0.3 -2.6 - 3.9 - 2.3 
France + 2.6 + 1.0 + 0.7 + 2.9 + 2.0 + 0.4 - 1.5 - 3.1 - 4.2 
Ireland + 5.3 + 0.8 + 0.0 + 0.8 + 4.9 -2.4 - 2.4 
Italy -6.7 + 8.2 + 7.2 + 1.5 -0.7 + 0.4 + 1.2 -9.7 - 2.3 
Netherlands + 0.5 + 0.9 + 3.1 + 3.1 - 0.1 + 0.2 + 2.0 + 0.5 - 5.0 
Belgium -0.8 - 0.4 + 1.4 + 1.8 + 6.0 + 1.5 -2.6 -2.8 - 4.5 
Luxembourg + 5.2 - 1.6 + 1.8 + 4.9 + 3.5 -2.8 -0.8 - 5.1 - 10.2 
United Kingdom + 5.0 -1.1 + 1.7 - 1.6 - 6.1 + 4.8 + 0.5 - 2.1 + 0.9 
Community3 + 2.1 + 0.7 + 2.4 +1.1 - 1.2 +1.4 -1.1 -3.7 - 2.3 
1 Excluding construction, food, beverages and tobacco. Ireland : mining and manufacturing industries. For 
Denmark, no similar data available. 
2 Calculated on the basis of the seasonally adjusted indices of the Statistical Office of the European Communities. 
Ireland : OECD figures. 
3 Estimates. 
11 
Freight carriers are a particulavly clear e~ample, 
but other service sectors and especially tourism 
still seem, by contrast, to be enjoying growth. 
Since the beginning of the year the employment 
situation in the Community has deteriorated 
further and the number of unemployed has 
risen in all the Member States. Early in the 
spring the seasonaJ contraction in unemployment 
only occurred in a few countries, notably Ger-
many, and was considerabJy ,less marked than in 
previous years. For the Community as a whole, 
the seasonally-adjusted number of unemployed 
in March was some 4.3 million. For the same 
month, unemployment measured as a percentage 
of the labour force was close on 9% in Ireland, 
4.5'Yr in Belgium, 4.3% in Denmark and Ger-
many, 3.9lft in the Netherlands, 3.6% in 
France, and 3% in the United Kingdom; in 
Italy the figure was 3.1% in January. As no 
common definition of unemployment exists it is 
difficult to compare these figures; subject to 
thrs reservation, unemployment for the Com-
muni,ty as a whole can be put at rather more 
than 4% in Apriil. Likewise short-time working 
remained very widespread in the early months 
of the year in a1l member countries, in parti-
cular ItaJy, Germany and the Netherlands. 
Certains groups of workers, especially women 
and young persons, have still been taking more 
than their share of the difficulties besetting the 
labour market situation; unemployment among 
young persons makes up a considerable pro-
portion of the high unemployment in some 
countries. Industries particularly hard hit are 
building, texti,les and motor vehicles. The num-
ber of unHlled vacancies has continued down-
waros partJy because managements have been 
endeavouring to rationali:re operations. 
Unemployment rates 1 
r 
1973 1974 1975 
Country 
I II III IV I II III IV I 
Denmark 0.8 0.8 0.8 0.9 0.7 1.7 2.6 2.8 4.0 
Germany 0.9 1.0 1.2 1.6 1.8 2.1 2.7 3.1 3.7 
France 1.7 1.8 2.0 2.0 1.9 2.1 2.5 3.0 3.2 
Ireland 6.1 5.9 5.9 6.0 5.9 6.1 6.6 . 8.0 9.0 
Italy 5.5 5.4 5.2 5.0 5.0 5.1 5.3 5.1 
Netherlands 2.6 2.5 2.5 2.5 2.7 2.9 3.2 3.5 3.9 
Belgium 2.7 2.7 2.8 2.7 2.7 2.9 3.2 3.6 4.3 
Luxembourg 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.1 
United Kingdom 2.8 2.5 2.3 2.1 2.3 2.5 2.7 2.8 3.0 
Community 2.6 2.5 2.5 2.5 2.7 2.8 3.2 3.4 
1 Number of unemployed as % of civilian labour force; seasonally adjusted figures for the final month of each 
quarter. 
Source: Rates calculated from SOEC figures. 
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As a result of the weakness of final demand 
and the running-down of stocks Community 
imports from non-member countries have de-
clined since last summer. The volume of oil 
imports, in particular, has dropped appreciably, 
pardy owing ·to the genel'aJ. economic situation 
and pa'l"tly in response 1to high prices and the 
mild winter in Europe. Demand for other raw 
material imports has also been depressed •as 
manufacturers have tried to reduce their ·stocks. 
The fa:11 in the prices of a numbelf of impotted 
raw materials had helped to curb the upward 
movement in import prices in geneool and so 
has contributed to the much reduced rate of 
growth in the value of imports from outside the 
Community. 
In ·the last quarter of 1974 and in the first few 
months of 1975, intra-Community trade aJ.so 
dropped. Imports from the other member 
countries have recently been running at a parti-
cularly low 1levd in Italy, Belgium and France. 
Trade between member Countries 
Basis : Imports Mio Eur 
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(d) Balance of the markets 
Although in~lation has tended •to ,slow down 
since the -spl'ing, the upward movement in 
prices in the Community is still vigorous. 
Indeed the difference in inflation r:ates between 
some member countries and most of the others 
have tended to widen. In a number of member 
countries-for example, France, Denmark, and 
I ta:ly- the rise in consumer prices has slowed 
down appreciably since the last few months of 
1974; in other Community countries, the easing 
in the upward movement of prices has been less 
marked and the rise .in the United Kingdom and 
Ireland actually strengthened. The rate of in· 
crease of consumer prices for manufactures has. 
in most Community countries, been somewhat 
lower than for consumer prices as a whole. De-
clining world commodity prices and sluggish 
internal demand have helped to ease inflationary 
pressure. As a result, wholesale and producer 
pvices have definitely been increasing more 
slowly, particularly in Belgium, Germany, 
F•rance and Italy. In contrast, the rise in the 
prices of farm produce, particularly meat, is only 
a Httle slower. Generally speaking, the prices of 
services have also climbed sharp!l.y; for instance, 
the charges for numerous public services have 
been raised in most of the countties. 
Mio Eur Balance of trade 
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Since the volume of Community imports has 
been accompanied by a gradual improvement in 
the terms of trade, the deficit in the Com-
munity'.s balance of trade is a good deal lower 
than it was in the middle of last year. AM the 
countries with large trade deficits have shared 
in this improvement, but the recovery has been 
especially noteworthy in the cases of France and 
Italy. 
The success obtained in combatting extema:l im-
ba:lances has had a favourable effect on most 
deficit countries' foreign exchange reserves and 
exchange rates. The most ·recent developments 
have highlighted the close relationship between 
interest rate policy and trends on the exchanges. 
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Changes in consumer prices since 1973 (%) 
Decem- June Decem-
ber 1974 to ber Decem- 1975 
1973 to Decem- 1974 to ber 
June ber April 1974 
Country 1974 1974 1975 January February March April April 
1974 
to 
Increase at annual rate 1 Increase on preceding month April 
1975 
Denmark 16.5 14.5 4.8 0.7 0.1 0.3 0.8 (0.3) 11.9 
Germany 7.1 4.6 8.3 0.3 0.9 0.5 0.5 0.8 6.1 
France 17.5 12.8 11.4 0.8 1.1 0.8 0.8 0.9 12.7 
Ireland 22.0 12.1 35.9 8.52 
Italy 23.0 26.0 13.4 0.8 1.2 1.5 0.1 1.3 20.4 
Netherlands 11.4 10.3 11.9 0.5 0.6 0.3 1.5 1.2 9.8 
Belgium 17.2 14.2 12.6 0.7 1.1 1.1 0.7 1.1 14.4 
Luxembourg 12.3 10.2 12.9 0.8 0.7 1.5 0.7 1.2 10.5 
United Kingdom 23.8 15.6 34.7 1.5 2.6 1.7 2.0 3.9 21.7 
Community 16.3 13.3 15.7 0.8 1.3 0.7 0.9 1.6 13.8 
1 Annual rates of change calculated from six-month periods in 1974 and from four-month period in 1975. 
2 Ireland : quarterly rate. 
Source: National statistics and estimates of Services of the Commission. 
During the first four months of 1975, the ~cur­
rency reserves of Fmnce, Italy and the United 
Foreign 
exchange reserves Mio Bur 
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Kingdom have increased considerably, ail though 
in the United Kingdom this was largely a matter 
of borrowing; in May, however, the Unhed 
Kingdom reserves fell sh-arply, following ~sup­
port operations for the rstcrling exchange rate. 
In January and February, the reserves held by 
Germany and the Nethenlands rose sharply fol-
lowing market intervention by the monetary 
authorities ro ,sJ.ow down the decline in the 
exchange rate for the doll1ar. The downward 
trend in the value of the dollar which had per-
sisted for five months was reversed at the 
beginning of March, but ~since rhe middle of 
April there has been a further falL From mid-
March until the beginning of May rhe German 
mark stood at the lower intervention point of 
the joint Community exchange rate system. The 
Italian lira has become firmer and the French 
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Trade balances 1 
(seasonally adjusted) ( Mio Bur) 
1973 1974 1975 
Country 
I II III IV I II III IV I 
Denmark - 75 - 85 - 53 - 120 - 217 - 186 - 84 - 114" - 76 
Germany + 625 + 754 + 997 + 1 015 + 1 423 + 1 290 + 1 257 + 1 331 + 1135 
. 
France - 103 - 46 - 70 - 139 - 506 - 573 - 559 - 422 - 163 
Ireland - 53 - 56 - 63 - 48 - 81 - 122 - 127 - 64 - 76 
Italy - 300 - 469 - 506 - 488 - 967 - 1 087 - 1 014 - 649 
Netherlands + 27 + 12 - 102 - 30 - 17 - 21 - 104 - 61 
BLEU + 30 + 34 + 30 + 38 - 82 - 63 - 78 0 
United Kingdom -484 - 634 - 699 - 1020 - 1 240 - 1 583 - 1 268 - 1 218 - 826 
Community - 250 - 280 - 360 -
1 Including intra-Community trade; monthly averages. 
Source: SOEC. 
franc has improved strongly. The French franc 
has made good all the ground ~lost since it left 
the joint Community system in January 1974; 
since the middle of May, it has been dying within 
the Community range of £luctuation. The pound 
sterling was subject to an important fall in the 
second half of AprH and first part of May, be-
fore steadying at hs new low 1level. 
In the first few .months of 1975, the key 
monetary policy objective was to counter the 
slowdown in economic ·activity, thereby achiev-
ing greater consi,stency in monetary policy in the 
Community. In Belgium, the rediscount quota 
was raised in Januacy and at the end of April it 
was decided to lift in three stages certain of the 
reserve requ1r.ements for banks. In Itady, the 
cash deposit requirementJs for some imports 
were phased out at the end of March, thereby 
releasing over the ensuing six months the 
16 
684 - 1 509 - 2 037 - 1 952 - 1 410 
amount•s deposited earlier with the Italian Cen-
traJ. Bank; ·a reform of the minimum reserve 
arrangementJs carried out in February has, how-
ever, had a general! y neutral effect as regards 
monetary policy. The requirement introduced in 
December 1973 that banks in the United King-
dom should hold addi,tional minimum reserves if 
the growth in their interest-bearing depos~tJs 
exceeded a given ceiling was lifted in March. In 
December of last year, the Bundesbank announc-
ed that it was aiming at an expansion of ·about 
8% in the central bank money supply in 1975. 
In all Community countries, the demand for 
bank credit was low. On the supply side, there 
are few major obstacles standing in the way of 
a gveater expansion in bank credit in the Com-
munity. The banks possess sufficient liquidity, 
and most lending rates are now a good deal 
lower. In addition, the quantitative credit re-
--..1 
Developments in the monetary situation 
Short-term bank 
Money supply1 credit 
(Annual growth rates, %) (Annual growth 
Country 
19733 19743 1975 
19733 
Ml Mz Ml Mz Ml Mz 
Denmark 10.0 12.7 5.9 8.9 1.47 8.97 15.4 
Germany 1.8 13.8 10.9 5.2 12.47 -2.27 6.2 
France 9.7 14.3 15.2 16.8 10.95 16.1 5 -0.8 
Ireland 7.1 25.7 5.3 20.2 9.67 17.77 22.9 
Italy 24.5 23.3 10.7 15.4 - - -
Netherlands -0.2 22.0 12.2 20.0 13.34 15.84 34.5 
Belgo-Luxembourg 
Economic Union 8.4 14.6 8.8 9.0 8.34 7.84 19.5 
United Kingdom 4.5 28.5 8.3 11.9 13.24 10.1 4 11.5 
1 M1 : notes and coin in circulation plus demand deposits. M2 : M1 plus near-money. 
2 Interest rate on overnight loans; Denmark : 91 day certificates of deposit of the Nationalbank. 
3 December; 4 March; 5 February; 6 November; 7 April; 8 January; 9 May; 10 June. 
Source: Service of the Commission. 
rates, %) 
19743 1975 
7.1 5.1 4 
7.6 3.54 
21.3 18.88 
15.56 8.57 
-
-
25.5 25.84 
8.5 4.34 
15.06 17.9 5 
Interest rates 
Short-term2 Long-term 
19733 19743 1975 19733 19743 1975 
8.5 9.5 7.5 7 12.2 15.2 12.89 
11.9 8.4 4.7 7 9.7 9.9 8.59 
11.2 12.0 8.3 7 9.8 10.9 11.45 
13.5 11.3 10.54 13.5 16.9 13.97 
8.2 17.5 11.74 7.4 11.4 10.54 
8.8 7.0 3.77 9.0 9.1 8.97 
7.2 9.0 4.57 7.8 9.0 8.110 
9.5 6.8 8.27 12.5 17.2 13.97 
stnct1ons do not now impose any severe con-
straint:s; in France, the ceiling set is no longer 
reached. In Itady, the requirement that bank 
credit shoU!ld not grow by more than 15% each 
year was a!Llowed to lapse at the end of March; 
under their Community committents, bank cre-
dit wiU not be permitteed to expand by move 
than Lit 24 700 000 milJ.ion between March 
1975 and March 1976. At the end of Apdl, the 
quantitative credit controls in fotte in Belgium 
were a'lso d1scontinued. In Denmark, the credit 
ceiling was raised by 3% at the end of April. 
In several member countries, the cash transac-
tions of the public authorities have partly offset 
the negativ'e effects on liquidity of sluggish 
private•sector demand for credit. The slack eco-
nomic conditions have inhibited the inf[ow of 
tax vevenue in most member countries, parti-
cwanly Germany ·and Denmark. In several 
countries, th1s ·effect has been aggravat·ed by tax 
revenue losses due to tax incentives to house-
holds and business. In almost ali member 
countries, on the other hand, public expenditure 
has been stimulated by factors connected with 
the present business situation; for one thing, 
public benefits such as unemployments benefits, 
which .ave automatica!Hy payabJe in the event of 
under-employment, have increased and, secondly, 
selective expenditure programmes have been 
adopted. Consequently, public spending helped 
to boost economic activity in a number of mem-
ber countries. The measures adopted in the first 
few months of 1975 to sust:ain economic activity 
included intevest subsidies granted to companies 
Dispersion of liquitiry (Ml), discount rates and day to day money 
rates between member countries 
% (average dJVergence from Communtty average, three-months mov1ng 
6 average) 
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in Italy and France, finance made avai1able to 
companies in difficulties in the Netherlands, tax 
incentives to stimulate investment in France and 
special measures to assist bu~lding and const,ruc-
tion in the Netherlands, Italy and F11ance. In 
contmst, the United Kingdom gove11nment, 
faced with a formidable public finance ~situation, 
decided in mid-April to cut certain consumer 
subsidies and to raise income tax and a fairly 
large number of indirect taxes; it also introduced 
various tax measure's to improve the financial 
position of companies. 
As a result of these various factors, the narrow-
ly-defined money supply ( M,) expanded on a 
year-to year comparison at a moderately faster 
rate once more in those countries where it had 
grown sJowly during 1974, while in other 
countries, particularly ltraly, which previously 
had e:xJperienced a high rate of e:x!pansion, ilt 
slowed down appreciably. Consequently, money 
supply growth rates in the individual countries 
have been coming closer in line with each other. 
The general downward trend in interest rates 
which got under way in a[most ruU member 
countries and also in major non-member coun-
ties in the autumn of last year gatheved mo-
mentum in the first quarter of 1975. In Ger-
many and in the Benelux countdes money 
market rates are approaching the level they 
reached in the first half of 197 5, when the 
period of high interest rates set in. At the be-
ginning of the year, the monetary authorities in 
alJ member count·ries embarked on a poLicy of 
lowering banks' refinancing cost. None the Jess, 
after seven successive cuts since the end of the 
last year, the United Kingdom's minimum lend-
ing rote was raised by ~ % to 10% at 'the be-
ginning of May. During this period the discount 
rates in the member countnes were cut by 
amounts varying between 1 Yz% ( Unit·ed King-
dom) and 3 Yz% (France). At the beginning of 
June Community d~scount rates lay between 
4Yz% in Germany ·and 10% in the United 
Kingdom and Irel.and. Long-term interest rates 
were Silow to react to the £ail.J in money-market 
rates. Since the beginning of the year, however, 
the decline in Iong-term interest rates has spread 
to most Community countries, despite substan-
tial new issues of bonds by public authorities. 
Demand for and supp(y of goods and services 
1972 1 1973 1 19742 1975 24 
At 
current % change on preceding year 
prices 
Mrd. 
EUR 
Volume Value Volume Value 2 Value Volume 
Exports3 169.1 + 12.1 + 21.9 + 10.0 + 34.8 -3 +7 
Gross fixed asset formation 175.2 + 4.9 + 14.0 - 2.7 + 11.5 -4 +7 
Public current expenditure on goods and 
services 111.4 + 3.5 + 13.7 + 3.5 + 18.7 +3 + 18 
Private consumers' expenditure 460.8 + 4.5 + 13.1 + 1.6 + 14.1 +1 + 13 
Gross domestic product 761.1 + 5.5 + 13.4 + 1.9 + 12.5 - Y2 + 13 
lmports3 160.7 + 11.6 + 25.3 + 4.0 + 40.7 -3 +3 
1 Statistical Office of the European Communities (SOEC), National Accounts. 
2 Based on Community totals of the aggregates expressed in units of account (EUR). (1974 exchange rate from 
SOEC General Statistics, vol. 3/75, Table 853. 
3 Goods and services including intra-community transactions. 
4 Estimates. 
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EEC 
BUSINESSMEN'S VIEWS ON THE INDUSTRIAL SITUATION 
Order-books A Stocks of finished products B 
% % 
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Trend in production c Trend in selling prices D 
% % 
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Answers to questions in the EEC business survey, carried out in the countries of the original Community. 
GRAPHS A, B, C and D: '.rhe three zones (grey, white and blacl.:) show the percentages of the three different 
answers. 
The black curves, the scale for which is given between the graphs, show the figures obtained by adding together 
the percentages weighted as follows : 
by 0.03 for the answer "above normal", or "up"; 
by 0.02 for the answer "normal", or "no change" ; 
by 0.01 for the answer "below normal", or "down". 
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C. Outlook 
1. Outlook for world economic activity 
There has been a relaxation of economic policies 
in several non-member countries in recent 
months, notably of course in the United States, 
and there are some indications that the sharpest 
phase of the downswing in world economic 
activity is now over. A recovery in activity is 
expect,ed in the Iatter part of this year in the 
major countries, which should gather strength 
during 1976 and be experienced more generally 
by the smaller countries. However, for 1975 as 
a whole there could be a ,substanti,aJ drop of 
about 2% in tJhe rerol gross national product 
of the developed economies outside the Com-
munity, compared with a faLl of 1% in 1974. 
Unemployment is Hkdy to continue to ds·e 
throughout tJhe rest of this year ,and into 1976 
given the considemble margins of spare capacity 
now eX!isdng. 
Some easing of price increases can be looked for 
in most countries during the rest of this year. 
Demand will begin to strengthen while prices 
are still rising at a much higher rate than at 
previous upturns in the economic cycle. 
World trade should recover a [ittJle towavds the 
end of the year, but for 1975 a:s a whoJe the 
volume of worrld importls (excluding EEC im-
ports but inoluding imports of the state-trading 
countries) will fall about 2% compared with 
a rise of about 8% in 1974. This is the first 
time since the war that world ~trade has fallen. 
The revivaJ in trade shouJd strengthen during 
1976, when the voJume of worJ.d trade may 
grow by about 6%. 
In the United States, where it is only in the last 
few months that budgetary poJicy has become 
clea:l"ly expansionary, the impulse given by the 
tax rebates and cuts ( $22.8 milJiard as from 
the month of May) is expected to become evi-
dent during the next few months, through a 
teV'ival in private consumer's expenditure and an 
improvement in the investment climate. How-
ever, given the exceptionally high level of spare 
capacity, investment activity whl!l generaJJy re-
main subdued. Rebuilding of stocks should start 
and gmduahly strengthen, and residentai con-
struction wihl increase considerably relative rto 
the very ,low levd reached a:t the beginning of 
this year. Akhough employment wiM rise, the 
expansion in output will not be such that a fall 
in unemployment can be expected before ea11ly 
1976. 
Consumer price increases should remain limited 
from now until the end .of the year and, even if 
infauenced by the finrul shape of the energy-
saving programme, will be considerabJy lower 
than originaJJy forecast when tJhe budget was 
presented in February. Given the infJuence of 
the revival of home demand, the trade balance 
wi11 worsen in the second haM of the year. 
In Japan some minor selective relaxation of 
policies has a<lready been introduced, and this is 
likely to be reinfooced now that the spring 
wage-bargaining round has been concluded with 
the ·award of moderate wage rises. Production 
should recover during the second half of the 
year, and by 1976 the economy could be ex-
panding rapidly. Tbe brulance of payment's on 
current account could deteriorate a livtle during 
the second half of this year. 
In Canada the economy should sta11t expanding 
again in the second half of 1975 as a result of 
the stimuJa:tory measures introduced by tJhe 
C>anadian government, and in response to the 
expected upswing in the US economy. In tile 
smaller countries of Western Europe outside the 
EEC ·the downward trend in output of the last 
f·ew months ~shoudd be haJted, but growth is 
generally like[y to be modest during the re-
mainder of this year. Ocly in Norway can a 
sustained rate of expans,ion be expected. 
The massive current account surpluses of the oil-
producing countries should continue to decline 
gradually through the rest of the year. This will 
mai!llly be due to the v,ery rapid eX!pa:nsion of 
these countries' imporvs, since their export,s of 
oil which have £a1len back may vecover sHghdy 
if demand in the industrial countries picks up. 
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However, it is unlikely that the vates of growt!h 
in the imports of the OPEC countries can be 
sustained at quite such a high level as exper-
ienced during 197 4 and the early months of 
1975. Interest receipts on the financial •asset•s 
being accumuLated by the oil states will make a 
growing contribution to these countries' cut<rent 
account surpluses. 
Demand for impol'ts by the non-oil-producing 
developing countries wiJl probably remain very 
depressed throughout the remainder of this year, 
but if demand for their commodity expor~s re-
vives there may be some recovery in their ability 
to impovt next year. 
2. Outlook for the Community 
A certain number of conditions must be met for 
domesuic economic trends in the Community to 
improve gradually and then enter an upward 
phase towards the end of the year. The most 
import•ant of these is the reestablishment of con-
fidence among producers, traders and consumers. 
Lasting steady growth and a gradual reduction 
of unemployment can on'ly be obtained if there 
is an appreciable s[owing in the rise in prices in 
those countries where it remains excessive. 
Exports to non-member countries are likely to 
show no real growlth in the next few months, 
but they could start to .pick up again graduaLly 
towards the end of the year as dem·and from the 
major 'industriaHzed countries begins its expected 
recovery. E~rt prices wiH probably rise more 
s[owly. 
In:filuenced by the va11ious reflationary program-
mes, gross fixed capital formation should help to 
give some spur to pl1oduccion in the second half 
of the year. Howev·er, the partial results so far 
11.vahlable from the investment surveys carried 
out in the Community in Maoch and April 
hardly suggest that there will be a rapid lin~ 
provement in the invesvment climate in indUSJtty. 
The flow of new orders in the capital goods 
industry in some countries points to a ·slight in-
crease in the propensity •to invest now that the 
measures introduced are beginning to bite. 
There is a risk, however, that these measures 
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will have only a temporary effect, especially in 
Germany. On ·the other hand, public works 
contracts should have more effect than in the 
first half yeail'. AJthough there seems to be little 
likelihood in most Community countries that 
actiwty in private residential! const:ruotion will 
pick up again in the second half of the year, an 
increasing r~se should be •seen in vhe subsidized 
sector. 
Stockbuilding should also make a faidy vigorous 
contribution to economic acvivity in the second 
haH of 1975. The swollen stocks of finished 
products, particula11ly of cars, may be expected 
to be run down, producing an appreciable effect 
on production. The improved economic outlook 
should lead managements to st:art building up 
stocks of basic materia:Ls onoe again. 
Renewed growth of p11ivate consumers' expend-
iture seems to depend essentially on the question 
of whether and when households' confidence 
about economic developments will be restored. 
The fall in inHation rates, •the expansion of 
disposable income, heLped especially by tax 
adjustments, and the increase in economic activ-
ity, though limited to certain fields, should sti-
mulate private consumer demand during the 
second half of the year in some countries lit 
leaSJt, partiCUilady in Germany and the Nether-
lands; however, there is 1itcle likelihood that 
this development will reach •appreciable propor-
tions. In the other countries, private consumer 
demand should remain fai•rly s-luggish and 
savings rates rdatively high. In the Unit:ed King-
dom, a very ·sharp rise in prices and a decrease 
in reaJ expenditure by households can be ex-
pected. 
The ourlook for demand would suggest •that 
pmduction w~Ll ·stage a •recovery during the 
second hal.£ of the year. This apP'Hes partirulacly 
to ~he metal products sector in which an ex-
pansion of oar production is expeoted, and aJso 
to vhe basic materials and capital goods indus-
tries, where stockbuilding may help to spur on 
production activity. Developments in buiJding 
and construction, on vhe ovher hand, may remain 
sluggish. The wet weather during the autumn 
of 197 4 and at the beginning of 197 5 would 
suggest less £avourable harvests in 1975, pa!l'ti-
cuJady for cereaJs. Aivhough the real gross Com-
muni,ty product may be increasing at an annual 
rate of 3-4% by the end of 1975, there will be 
no growth in the year as a whole, compared with 
a dse of about 2% the previous year. 
No appreciable improv•emem in the labour 
market ·situation can reasonably be eX!pected 
before the end of the year. The differences 
between the individual countries will continue. 
In the event of economic activity rocovening in 
some countries dwing the second half of vhe 
year, this could onily have a slight e£fect on in-
creasing the supply of jobs, ~nee the :strength 
of the recovery would remain limited. In many 
industries managements may wetll go on giwng 
priority to rationalization measures. However, 
the number of hours worked per worker should 
increase and a reduction in short-time working 
can ai1so be expected. In these circumstances, the 
number of whoJly unemployed cannot be ex-
peoted to start falling appreciably hefore the 
beginning of next year. Since in most member 
countries unemployment is largely of a structural 
nature, large-scale and long-term efforts are 
bound to be required to deail with the .problem 
properly. 
The volume of Community imports will prob-
ably be stagnant during the next few months. 
In countries where economic activity is gradually 
picking up, imports could well begin rising 
again- moderarely- thereafter. Import prices 
as a whole should go on increasing relatively 
slowly until •the autumn. In 11hese circumstances, 
the Community's balance of trade is unlikely to 
show mudh more improvement between now 
and the end of the year. 
Since the rise ,jm production costs is likely 110 
lose a litde momentum, inflationary pressures at 
production level will ease slightly, though this 
will probably have hardly any ·significant effect 
on consumer prices over the next ,few months. 
Price 11ises should continue to 1slow down ·in the 
countries where infLation has ailready begun to 
ease. None the ·less, it ·is to be feared that infla-
tion will remain severe, partirulacly in the 
United Kingdom and Ireland. The tendency for 
price ·Uends to differ from country to country 
will thus persist. 
Major economic policy measures 
December 1974: 
- At the meeting of the Heads of State or 
Government on 9 and 10 December, a European 
Regional Development Fund was established. 
Its annual appropriation will be 300 million 
units of account in 1975 and 500 million units 
of account in the following two years. 
- At its meeting of 17 December, the Council 
gave its approval to the establishment of a 
European Centre for the Development of Vo-
cational Training. 
- On 19 December, the Council approved the 
regulation implementing the regulation on Com-
munity loans. 
January 1975 
- On 20 January, the Council authorized the 
import of a further 200 000 tons of sugar to 
supply the Italian market, and a new wine dis-
tilling operation in France and Italy. 
February: 
- On 28 February, the Lome Convention was 
signed with forty-six African, Caribbean and 
Pacific countries. 
- At its meeting on 11 to 13 February, the 
Council set the farm prices for the 1975/76 
farm year. The average percentage increase for 
the Community as a whole is about 10%. 
March: 
- Agreement was reached at the first European 
Council, on 10 and 11 March, on the correcting 
mechanism to be applied in the financing of the 
Community budget by the Member States. 
- At its meeting on 18 March the Council 
adopted a decision proposed by the Commission 
on the adjustment of economic policy guidelines 
for 1975. It also took note 
- firstly, of the report on the application of 
the Council decision of 18 February 1974 on 
the attainment of a high degree of conver-
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gence of the economic policies of the Mem-
ber States of the EEC and the conformity 
of the policies pursued with the objectives 
set, and 
- secondly, of a summary account of the eco-
nomic policies pursued in 1974 ( cf. Quar-
terly Survey 1975/1). 
- On 18 March, the Council adopted the def-
inition of a unit of account to be used in ex-
pressing the amounts of aid under the Lome 
Convention. The Governors of the European 
Investment Bank decided to use the same unit 
of account in drawing up the balance sheet of 
the Bank. 
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April: 
- Since 1 April 1975, small non-commercial 
consignments of goods sent by one private per-
son to another private person within the Com-
munity have been completely exempt from tax 
and customs duties, provided that tax has been 
paid on them in the country from which they 
are sent and the value of the goods does not 
exceed 40 units of account. 
- At its meeting on 15 April, the Council 
authorized a new wine distilling operation, with-
out any ceiling as to quantity but with a time 
limit of 55 days. This brought to an end the 
closing of French frontiers to Italian wine. 
Community 
TABLE 1: Basic data 1973 
Commu- Nether-
Umted 
Denmark Germany France Ireland Italy Belgmm Luxem- Kmg· 
mty lands bourg dom 
Total area ('000 sq. km.) I 528.2 43 I 248.6 547 0 70.3 301.3 40.8 30 5 2.6 244.0 
Total population ('000) 256 621 5 027 61 967 52 134 3 051 54 890 13 439 9 742 350 56 021 
Density of population per sq. km. 168 '117 249 95 43 182 329 319 135 230 
Numbers In employment ('000) 101 980 2 385 26 202 20 954 1 042 18 310 4 564 3 816 154 24 553 
Numbers m employment, breakdown by 
mam sector (%) . 
Agrtculture 92 9.5 7 5 12.2 25.0 17 4 6.8 3 9 9 1 3 0 
Industry 43 2 33.8 48.9 39.4 30 8 44.0 36 2 43.3 48.7 43.3 
Services 47.6 56 7 43.6 48.4 44 2 38.6 57 0 52.8 42 2 54 7 
Share of gross domestic product (0 t0 ?: 
Agnculture 7.7 3 5 5.9 16 9 9.2 5.8 4 3 4.7 2.9 
Industry 38 2 50.9 47.2 32 3 38.9 39 9 43.3 56.1 42.5 
. 
Services 54 1 45 6 46.9 50 8 51.9 38.7 52 4 39 2 54 6 
In ° 0 gross domestic product
1 
Pnvate consumers' expendtture 59.2 56.9 54 0 59.7 65.8 64 7 55.9 60 6 57 7 63 6 
Puhltc current expenditure on goods 16.2 22.6 17.7 12.3 15 3 14 8 16.7 14 9 12 4 19 1 
and servtces 
Gross fixed asset formation 23 1 21.0 26.0 26 0 22.1 19.4 23.2 21.1 30.8 18 2 
Total exports 23 0 28.7 21 6 17 2 35.8 20 0 46.0 43 5 80 9 21.6 
Total Imports 22 0 28.2 19 9 16.4 41 2 19.7 43.4 41.0 81.8 21.8 
l 1972. 
TABLE 2: Key indicators 
Volume 
0
10 change by volume on precedmg year mdtce 
1970 ~ 100 
1968 1969 1970 1971 1972 1973 1973 
Gross Commumty product + 5.4 + 5.8 + 4.9 + 34 + 40 + 55 113 
Industnal production + 8.5 + 9.3 + 5.1 + 2.3 + 47 + 8.6 116 
Imports of goods and services + 10 9 + 14.3 + 10 0 + 6.4 + 9.9 + 115 130 
Pnvate customers' expenditure + 3.8 + 5.3 + 5.0 + 4.3 + 4.6 + 45 114 
Gross fixed asset formauon + 7.0 + 7.5 + 6.7 + 3 I + 3.7 + 49 112 
Exports of goods and servtces + 12 8 + 12.5 + 8 7 + 8.4 + 84 + 121 132 
Intra-Commumty vtstble trade + 19 5 + 22.5 + 12 4 + 9.0 + 11.6 + 46 127 
Gross product per captta + 4.7 + so + 4.3 + 26 + 3.3 + 4.8 111 
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TABLE 3: Basic monthly indicators 
Year Jan Feb Mar Apr May 
Industrtal production 1973 164 173 175 174 174 
(1963 ~ 100) 
1974 169 177 180 179 179 
1975 161 168 170 
Imports from non-member 1973 6 147 6 031 6 647 6 197 7 269 
countnes (ctf, mtlhon Eur) 
1974 7 Oil 9 144 10696 10669 10791 
1975 
Exports to non-member countnes 1973 1879 1874 6 191 6 371 6 922 
(fob, million Eur) 
1974 7 672 7 819 8 846 8 8711 9 360 
1975 
Balance of trade 1973 668 161 412 - 174 347 
(mdhon Bur) 
1974 I 379 I 321 I 8\ll I 799 I 431 
1975 
Intra-Communuy trade 1973 6 774 6 816 7 109 6 766 7 863 
(milliOn Eur) 
1974 8 131 8 424 9 61l4 9 166 9 840 
1975 
NOTES TO GRAPHS AND TABLES 
Source: Statistical Office of the European Communities (SOEC). 
Conversion into Eur (1 Eur = 0.888671 g fine gold). 
Graph 1 
June July 
175 152 
183 !57 
6 666 6 104 
10 319 II 410 
6 448 6 748 
8 113 Ill 013 
218 -- 244 
I 846 I 317 
7 466 7 088 
8 918 9 941 
Aug 
136 
135 
6 128 
10 197 
6 130 
8 691 
398 
I 102 
6 621 
7 899 
Seasonally adjusted indices (excluding construction, food, beverages and tobacco). 
Graph 5 
Community 
Sept Oct Nov Dec 
1'5 180 186 176 
173 175 178 164 
6 9117 7 7118 7 7)3 H 009 
10 3.l6 II 164 10 241 Ill 971l 
6 136 7 663 7 )J7 7 382 
9 088 10272 H43 Ill 363 
371 41 216 627 
I 248 892 "'H)8 207 
7 228 8 666 8 331l 7 731 
9 213 10 12(1 8 791l 8 716 
Monetary authorities' reserves of convertible currency, holdings in special drawing rights and reserve position 
in the IMF (gold excluded). Gross figures, i.e. including foreign liabilities. Position at end of month. 
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Table 1 
Total population at mid-year. 
Resident population in employment at mid-year. 
Percentages shares of the main economic sectors at factor cost. 
Percentage shares of demand aggregates and of total imports at market prices. 
Total Exports and Imports; goods and services. 
Ta;ble 2 
Industrial production, excluding construction, food, beverages and tobacco. 
Community 
Trade between members countries, on imports basis. Figures for the original members of the Community up to 
1972, from 1973 enlarged Community. 
Table 3 
Industrial production : see notes to table 2. 
External trade: Imports from non-member countries, exports to non-member countries: as shown by foreign trade 
statistics. Trade between member countries, on imports basis. 
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II- THE SITUATION IN EACH 
OF THE COMMUNITY COUNTRIES 

A. Denmark 
During the past few months the level of economic activity has remained weak and 
the unemployment rate still continues to grow. However, the rise in prices has 
slowed down appreciably and the current balance of payments has improved 
substantially. 
The present situation is not likely to change markedly in the coming months. The 
weakness of demand and production will continue to affect the level of employment. 
The rise in prices should remain small due partcularly to the success of the incomes 
policy. 
1. Recent developments 
The Danish economy has been~ cha.mcterized in 
recent months by ·a very weak level of economic 
activity. Extem·ai demand has ·slowed down and 
the employment posistion has not improved. 
On the other hand, very substanti131! progres·s 
has been made towards the ·reesuablishn1ent of 
internal and external equilibrium. 
External demand which had been dynamic up to 
the autumn of 1974, has more recently slowed 
Exports Mio Eur 
~~~~~~~~~~~~~~~~~~ 
I IIIII lVY YI\11VIIIIXX XI XII I IIIII lV V \11\IIIVIIIIXX XIXII I 111111'1 V VIVIIVIIIIXX XI XII 
1973 1974 1975 
1 Excluding ships and ai.Tcra£t. 
down considerably. Thus, totaJ exports1 from 
January to April , seasonailily adjusted, decLined 
by -0.9 % on the figu["e for the period Sep-
tember-December. This weakening is due to a 
number of factors. The :slowdown of demand in 
the Scandinavian pa·rtner countries has ~ed to a 
leveLling off of sales of industriall products •to 
these counJtries. Despite ~the £u11ther reduction in 
customs duty, effective from 1 January 1975 
within the Community , ·sales to these conn tries 
have only ricsoo slightly. The Jarge ri!Se in costs 
of Danish goods noted in 197 4 could a1so have 
affected .their competitive position. Fina!llly, agri-
cultural salles have hardly risen. at atH in value, 
despite the rise in Community prices, which im-
plies •some reduot>ion in export voLume. 
Internal demand in total has remained weak. 
Investment activity has 'Silowed down further; 
the less favourable picture with regard to ex-
ternal openings and .the ·smgnatlion of the do-
mestic conjunctural position have led entrepre-
neur:s to •reduce their inveS>tment plans. In addi-
tion, despite the ·selective support measures 
taken in the field of residoociail construction 
(abolition of quantitaJtive restrictions and relax-
ing of orecHt policy) the buiJding sector has re-
mained depressed. During the ,£irst three months 
of the year the number of new housing •starts 
was still nea11ly 30 % Jower than that for the 
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same period of 1974. The trend has however 
improved since the beginning of the year. In 
add1tion, the lifting on 1 October 197 4 of the 
ban on central government construction activity 
has been folJowed by ·a substant~iatl. increase in 
activity in this sector. 
After the continued slowdown noted since the 
spring of 1974, consumer expenditure has re-
covered slightly in the course of the 1ast few 
months. This development stems from the 
growth in disposable income due to the ,Lighten-
ing of direct taxes which took effect on 1 Jan-
uary and the marked increase in certain trans-
fers. The volume index of retaiJ sales, tsea:somill.y 
adjusted, has increased substantiaily and at the 
beginning of the year reached again the Jevetl of 
the previous year. In addition, new car regh>tra-
tions, which had not stopped slowing down 
since the middle of 1974, have dsen considel1a-
bJy during <the Hrst rew months of the year. 
This reversal is no doubt due parti<aJily to the 
liftling on 1 January of tihe fisool suvtax on cars. 
Despite a certain moderation in the rise of <sala-
mes, public consumption is st~11 growing faicly 
rapidly. 
Faced with the reduction in the level of total 
demand production has continued to weaken. 
In industry production is stiJN fatl.Jing and the 
deteriooorion in the employment position has 
conllinued. Export orientated indust<ries, in pat-
tirular t1hose producing investment goods, ·as 
01 
Industrial production 
0 
Three month movmg 
average of the monthly 
rate of vanauon 
8 ,- I 
@ 
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-2 
-4 I I 
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1973 1974 1975 
weLl as the construction industry have recently 
been ·affectJed most. Agricultutal production, 
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where both the meat and oreamery sectors have 
followed the same course, has remained stag-
nant in volume. 
The employment situarion has remained unfa-
vourable in recent months. The numbet of 
vacancies has fu11t!her diminished in the first 
quarter of 1975 on the preceding quarter. The 
number of workers engaged in indusllry has 
also fallen. The rate of unemployment has in-
creased sta[ further and in Apvil the seaoonally 
Labour market (thousands) 
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adjusted number of registered unemployed had 
reached 107,600 or 4.3% of the active popu-
lation. 
The rise in prices has slowed down appreciably 
due in particular to the modeootion of impovt 
Three month movtng %Wages and consumer prices 
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prices; during the fimt four months of 1975 the 
index of oonsumer pvices rose at an annuail rare 
of only 5 % as against a corresponding r~ise of 
J 5.5 % in the ·second haM of 1974. On a year-
to-year basis the increas·e in the index in Apri:l 
was 11.9 %. 
Because of the weakness of demand, the slow-
down in imports1 has continued and ·ailil catego-
ries of products have been af,fected . The reduc-
tion, however, has been partkuJtar,ly noticeable 
in the case of raw rna teria!ls .aJnd investment 
goods. From January to April the value of 
external purchases was 0.5 % lower tban that 
for September to December. 
Because of this drop in imports the trade bal-
ance has continued to improve. The deficit, 
Balance of trade 
Imports Mio Eur 
soo~~~~~~~~~~~~rr~~~~~ 
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seasonaNy corrected, which ·reached Dkr. 2 800 
million in the third quarter of 197 4 and Dkr. 
2 300 mi'lllion in the fourth was down to around 
Dkr. 1 800 million in the first three months of 
1975.2 The current balance is likely to have im-
pr-oved further. However, the level of net re-
serves has decMned and i,t reached Dkr. 5 600 
million at the end of Apr~l as opposed to Dkr. 
7 100 at the end of December. 
Monetary policy has been p!'ogressively ve1axed. 
The latest reducttion in the rus·count rate brought 
1 Excluding shilps and aircraft. 
2 If the o hl de£icit is dis.rega-rded, the t.mde balance has 
reached an equillibriurn .posirtion. 
Bank lending Mrd Dkr 
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it down 1to 8% in hpritl. The credit ceiling was 
raised by 2% in November and by a further 
3% in A:pri!l in order, principally, to leave a 
supplementary mavgin available for the growth 
of investment. This margin has not however 
been used since firms remain cautions and also 
because of uhe faill in activity in the construction 
secror. The increase ,in the money supply (M2) 
has been quite sma:l!l; in April it grew by 8.9% 
on a year-to-year basis. 
Demand for and supp(y of goods and services 
Exports3 
Gross fixed asset formation 
Public current expenditure on goods and 
services 
Private consumers' expenditure 
Gross domestic product 
lmports3 
1 Danmark Statistik. 
2 Estimates. 
3 Goods and services. 
2. Outlook 
1972 1 
At 
current 
prices 
(in 
Dkr 
'000 
million) 
44.1 
31.9 
31.7 
83.1 
146.4 
42.7 
There is no reason to expect in the coming 
months any subsvantial change in the conjunc-
tura-1 climate, which should continue to be char-
acterized by very slow rates of growth of both 
demand and production as wel!l as a high un-
employment rate. A slight recovery of economic 
activity could take place rowards the end of the 
year becoose of a more dynamic development i11 
consumer eJq>enditure. This rt:Jrend ·shouild be 
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1973 1 19741 19752 
% change on preceding year 
Volume Value Volume Value Volume Value 
+ 8.0 + 19.8 + 5.1 + 25.8 - 2 + 6Y2 
+ 8.8 + 19.6 -9.7 + 6.5 - 12 - 2 
+ 2.0 + 14.5 + 2.6 + 21.2 + 3Y2 + 16 
+ 5.0 + 13.9 - 3.5 + 11.0 + 3Y2 + 14Y2 
+ 3.1 + 14.3 + 1.6 + 12.0 + Y2 + 12 
+ 19.0 + 30.9 - 3.5 + 28.4 - 7 - 1 
reinrfol'Ced progressively in 197 6, if eX'remail de-
mand proves to be more buoyant. In totail, gross 
domestic product will scarcely grow at ailil in 
real terms for 197 5 as a whole. 
When ·account is vaken of the uncertain out:ilook 
on important eXJport markets (notab[y Scandi-
navia ) and the fact that the ·recovery expecred in 
other countries wiM undoubtedly be slower and 
more deil.ayed than initia!hl.y foreseen exports Wlillll 
remain slow up to the end of the year. Mthough 
sail.es of industriaJ. products wil11 continue to be 
affected in particular, a more favourab~e picture 
emerges for agricultural saJes which should be-
nefit from the increase in i.nterna'l Community 
prices. 
Internal demand will!l on!ly strengthen siOWily. 
Firms' investment could improve a little judging 
from the most recent business surveys which 
appear less pessimistic. Particu1anly in the cons-
truction 'sector the fa\11 in interest 11a:tes and the 
measures t1aken in the past few monnhs1 should 
be reflected in a recovery in accivity. Besides, a 
return to a more normal level of stocks of fin-
' For detaid.s see annex. 
ished products from now until the end of the 
year should support the level of producnion. 
Priva'l:e consumption willl no doubt be the most 
appredable sustaining factor of the economy. 
Indeed, d~sposable incomes wiill be favourably 
influenced by a ce11tain number of faot1011s: light-
ening of direct taxes at the beginning of the 
year, the maintenance of tJvansfer payments at 
a high level and delays in the apilication of mea-
sures envisaged in the prepamtion of vhe budget. 
The strength of the expected recovery will de-
pend, however, on the attitude of households 
faced with developments in rhe labour market 
sitwtion 'and the eXItent to which the sawngs 
mtio i:s reduced. Public cuvrent e~diture 
could also grow a bi't more rap,j_dly. 
The Central Government Budget 
1974-1975 1975-1976 
Initial Budget Revised Initial Budget Budgets 
M.Dkr. % M.Dkr. M.Dkr. % chang~ chang~ 
Expenditure1 63 704 + 25.0 64 572 71 368 + 12.0 
Revenue 65 123 + 21.7 60 035 62 055 - 4.7 
of which: 
- direct taxes 34 056 + 28.8 31 110 28 526 - 16.2 
- indirect taxes 29 116 + 15.1 27 000 31 324 + 7.6 
Surplus on current and capital account 1 419 - - 4 537 - 9 313 -
1 Disregarding debt extinction (net). 
2 On the preceding year's initial budget. 
Note: 
The figures in the above table are based on national budgets and are recalculated on the basis of Community 
definitions. 
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The strengthening interool demand showld be 
reflected towards the end of the year in a stab-
ilization of production which should first affect 
the sectors of construction and consumer goods 
before being reflected in a more general recov-
ery. The level of employment should stop fal-
ling but the rate of unemp~oyment will no doubt 
remain high. 
Under these conditions the level of imports will 
remain weak but could increase towards the end 
of the year due to the progressive reduction in 
stocks of raw mateciails and finished goods. Be-
cause of this and given the weak performance 
expected for ex!ports, the 'improvement in the 
trade balance is likely to be halted. The rise in 
prices should oontJinue to s1low down more 
especially as the slower rhythm of salary in-
creases resulting from recent decisions in this 
respect' as well as the more favourable develop-
ment of import prices continue to exert their 
positive effects. 
BettJer conditions for a substantial moderation 
of the rise in cost'S wilhl. nhus be estabHshed. 
Therefore, the prindpaJ problem which wihl face 
the Danish autho11ities wihl be to continue to 
encourage this development, which should result 
in an improvement in the competitive position of 
Danish products, in such a manner ~as to stimu-
late eX!pOrts and enslllte that the recovery in 
activity and unemployment wiH be durable. At 
the s,ame time it w~l also be important to watch 
attentiveily the development of public authority 
finances so thail: the considerable growth in the 
budget deficit does not increase internail hlqui-
dity too rapicHy and endanger the progress made 
up to now in the fight against inflation. 
Major economic policy measures 
December 1974: 
- Maximum daily unemployment benefits were 
raised from Dkr. 132 to Dkr. 162 with effect 
from 1 January. 
1 See det:aiJ.s :in annex. 
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January 1975. 
- On 1 January the temporary 50% surtax 
on the registration of new motor vehicles weigh-
ing less than 4 m.t. was abolished. 
- On 1 January the first part of the tax reform 
adopted in September, which includes a reduc-
tion of Dkr. 7 000 million on personal income 
tax, was put into effect. 
- With effect from 14 January the discount 
rate was lowered from 10% to 9%. 
March; 
- The investment frames for the local autho-
rities was increased by about 15% for the fis-
cal year 1975/76. 
- Proposals for legislation regulation the deve-
lopment of wages, salaries, pensions and incomes 
from entrepreneurship were adopted in the 'Fol-
keting' on 11 March and the main elements 
were: 
a. Prolongation of existing agreements with the 
following changes: 
• increase in March and September 1976 of the 
minimum wages by Dkr. 0.40 per hour (i.e. 
about 2% each time). 
• increase of all wage rates by Dkr. 0.35 (i.e. 
about 1.5%) per hour. as compensation for 
reduction of working hours which took place 
in December. 
• increase of the additions given to workers 
working in shifts. 
• from January 1976 an increase of employers' 
contributions to the Training Fund from Dkr. 
0.01 per hour to Dkr. 0.03 per hour worked. 
b. The basic year for the wage regulating price 
index was changed from January 197[ = 1VO 
to January 1975 = 100. 
• from 1 September 1975 increase by Dkr. 0.30 
per hour (i.e. about 1.5%) as compensation 
for the change in the index. 
c·. Employees in the public sector and other 
white collar workers up to now subject to a 
percentage increase in their salaries, will now 
receive cost-of--living compensation as a fixed 
amount per hour. 
• The amount payable for every portion is in-
creased to Dkr. 0.60 per hour instead of Dkr. 
0.40 per hour. 
• To avoid distortions between the public and 
the private sector and within the public sec-
tor, salaries should be renegotiated regularly 
from 1976. 
d. Increase from 1 October 1975 of social pen-
sions as compensation for change in cost-of-liv-
ing adjustment. 
e. Limitation of cost-of-living adjustment for 
civil servants' pension scheme to Dkr. 1 248 per 
person per year. 
f. From 6 March 1975 ban on increase of profit 
margins for enterprises in industry, professions 
and the distributive, transport and service tra-
des, with certain exceptions approved by the 
Minister for Commerce. An eventual alteration 
to this measure will take place at the latest on 
1 February 1976. 
g. Limitation of dividends, bonuses, etc., at the 
1974 level. 
h. Limitation of interest rate margins for banks 
and savings banks. The margin must not exceefl 
the average for the three previous years. 
April: 
- The Danish budget for the fiscal years 
1975/76 passed by Parliament implies a cash 
deficit of Dkr. 9 400 million, as against Dkr. 
6 400 million initially proposed by the Govern-
ment. 
-- On 7 April the discount rate was lowered 
by 1% to 8%. 
- The subsidy for certain dairy products was 
abolished on 17 April, which means a saving 
on the Government Budget of Dkr. 30 million. 
- With effect from 30 April the credit ceiling 
was increased by 3% from Dkr. 79 600 millTon 
to Dkr. 82 000 million. 
- Parliament agreed to a subsidy of Dkr. 
300 million for improvements, repairs, mainten-
ance and insulations of houses and flats. 
- The quota for commercial loans in foreign 
currency for the financing of external trade 
which banks and savings banks are allowed to 
exclude from the credit celling has been increas-
ed from Dkr. 400 million to Dkr. 600 million. 
- The conditions for obtaining loans at the 
Central Bank by commercial banks and savings 
banks were tightened to permit a greater con-
trol of liquidity. 
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Denmark 
TABLE 1: Key indicators 
1970 1971 1972 1973 1974 1974 
% change by volume 1970=100 on preceding year 
Gross domestic product + 2.4 + 3.9 + 4.8 + 3.9 + 1.6 113.8 
Industrial production + 5.8 + 3.5 + 7.3 + 6.6 (- 0.5) (117.9) 
Total imports + 7.9 + 1.9 + 3.7 + 18.0 - 3.5 121.0 
Private consumers' expenditure + 1.3 + 2.3 + 3.0 + 4.3 - 3.5 106.4 
Public current expenditure on goods 
and services + 11.4 + 8.6 + 7.7 + 4.7 + 2.6 116.8 
Gross fixed asset formation + 3.9 + 4.5 + 5.6 + 10.9 - 9.7 108.9 
Total exports + 5.8 + 7.3 + 7.1 + 8.4 + 5.1 131.7 
Gross domestic product per head of 
population + 1.6 + 3.2 + 4.1 + 2.2 + 1.1 111.1 
Gross domestic product per person in 
employment + 0.9 + 2.9 + 4.1 + 2.5 + 1.5 111.3 
% change by value 
on preceding year 
Gross income per employee + 12.3] + 11.2 l + 9.5 l + 13.8] + 20.6 137.7 
TABLE 2: Indicators for internal and external equilibrium 
1970 1971 1972 1973 1974 
Balance exports less imports 
in million Eur - 424.5 - 252.8 + 144.1 - 405.6 - 700.3 
as percentage of GDP - 2.7 - 1.5 0.7 - 1.8 - 2.8 
Unemployment rate 2.9 3.7 3.7 2.4 5.3 
Price-index of private consumers' expenditure 
(%change on preceding year) + 5.6 + 5.0 ·+ 5.5 + 9.6 + 15.0 
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TABLE 3: Foreign trade (at current prices) 
0 
0 change on precedmg year Indtces Mtlhon ou of 
1970~ 100 Eur totals 
1971 1972 1973 1974 1974 1974 1974 
V tsthle exports 
Total + 8.3 + 12 5 + 22 3 t 27.5 190.1 6 191 100.0 
Intra-EEC + 8.6 + 13.8 + 32 3 t- 18 1 192 7 2 648 42.8 
To non-EEC countnes + 8 1 + 116 + 14 8 + 35 6 188 3 3 543 57 2 
Exports of food, beverages and tobacco 
Total T 8 1 + 10 3 + 24 8 + 13 2 169 1 1 954 31 6 
Intra-EEC + 3 2 + 84 + 39 9 + 118 176 3 1 190 19 3 
To non-EEC countnes + 15 7 + 12 3 + 6.4 + 15 4 158 9 764 12 3 
Exports of raw matenals, fuel and power 
Total + 113 + 9 7 + 27.2 +53 9 219.3 705 11 4 
lntra-EEC + 4.2 + 12.2 + 25 6 + 40.0 210.9 316 5.1 
To non-EEC countnes + 15 7 + 90 + 28.8 + 67 4 226 7 389 6.3 
Exports of semt-fintshed and fimshed mdustnal goods 
Total + 8 1 + 144 + 19.6 + 32 2 198.6 3 532 57 0 
lntra-EEC + 146 + 18.8 + 26 4 + 19 9 207 9 1 142 18 4 
To non-EEC countnes + 50 + 117 + 16 7 + 39.0 194 4 2 390 38 6 
V ISlble Imports 
Total + 3 2 + 30 + 32 6 + 29.4 182 7 7 936 1000 
Intra-EEC - 0 6 + 45 + 32 9 + 27 8 176 4 3 612 45 5 
From non-EEC countnes + 66 + I 9 + 32 3 -'- 30 8 188 3 4 324 54 5 
Imports of food, beverages and tobacco 
Total + 4.8 + 53 + 37.9 T 9 2 166 4 675 8.5 
lntra-EEC + 10.7 + 3.4 + 60.3 + 19.5 219 3 209 2 6 
From non-EEC countnes + 3.1 + 5.9 + 30.7 + 52 150.2 466 59 
Imports of raw matenals, fuel and power 
Total + 8.2 - 1.6 + 28 7 + 92 3 263 4 2 088 26.3 
lntra-EEC + 14.4 - 1.1 + 45.6 + 99.7 328 3 717 9.0 
From non-EEC countries + 5.9 - 1.9 + 21 7 + 88.7 238 7 1 371 17.3 
Imports of semt-6.mshed and fimshed mdustnal goods 
Total 
-
1 7 + 40 + 32 8 + 16.6 164 5 5 173 65 2 
lntra~EEC - 3.2 + 53 + 29 4 t 17.1 155 0 2 686 33 9 
From non~EEC countrtes + 7 7 + 2 5 + 36.8 + 16 5 176 2 2 487 31.3 
TABLE 4: Selected monthly indicators 
Year Jan. Feb Mar Apr May June Juh Aug Sept Oct. Nov. Dec 
Industnal production 1972 104 107 106 109 
(1970 ~ 100) 1973 110 107 111 115 
1974 118 116 107 107 
Unemployed 1973 18.7 191 18 2 30 3 19.7 19.8 20 8 20 0 19.1 177 186 21.8 
(1 000) 1974 23.6 19.2 17.2 25.1 33.5 40.9 43 1 528 64.2 78 1 79 0 69.7 
1975 942 861 97.5 
Construction permtts for 1973 4 248 4 793 6 601 3 931 4 725 4 209 3 115 3 860 4 661 4853 2 834 3467 
restdenual constructton 1974 3 104 2407 2 590 3 294 1690 2 760 1113 1224 1939 1690 1070 1384 
1975 1915 1 723 2 141 
Pnvate consumers expenditure 1973 127 5 1251 129.5 127.2 128 7 135.7 132 7 139.7 136 6 137 2 144.3 1419 
(1970 ~ 100) 1974 143.2 143 1 142.1 148 8 153.7 1419 149 7 152.7 144 6 1472 156.4 150.1 
1975 160.4 155 5 1571 
Consumer pnces 1973 116 8 118 0 118 7 120.3 121 8 122.8 123 6 124.3 125.7 127 1 129.2 131 2 
(1970 ~ 100) 1974 1336 134.0 135 1 1374 139 2 141 6 143.3 144 2 146.6 148.5 150 5 151 5 
1975 151 7 152.1 153.2 153 7 
V tstble tmports 1973 489.0 417.1 4491 420 4 534 1 448.1 469 6 505 8 472.6 607 8 583 3 541.1 
(mdllon Eur) 1974 7127 697.8 721.8 7338 696 3 618 7 627.0 623 9 608 6 694 6 6394 6201 
1975 626.1 614 0 556 5 
VISible exports 1973 372.3 386.6 3711 343 5 403.6 398.5 425 5 390 9 490.9 440 5 443.1 4802 
(mtlhon Eur) 1974 471.2 504.8 505 0 492.3 499.5 497.0 522.6 538 9 546.0 5377 555 6 516 4 
1975 539 9 533 7 472.0 
Balance of trade 1973 116.7 30 5 78 0 76 9 130.5 r-- 49 6 44 1 f- 114 9 18 3 1673 1402 60 9 
(mdhon Eur) 1974 241.5 193 0 216 8 2415 196 8 1-- 121.7 104 4 1-- 85 0 626 156 9 83.8 103.7 
1975 86.2 1-- 80 3 84 5 
Offictal foretgn exchange reserves 1973 744 804 830 904 906 898 848 692 715 736 944 1 034 
(mtllton Eur) 1974 891 817 774 802 644 589 572 607 567 569 611 640 
1975 622 574 627 565 
Money supply 1973 4 651 4 557 4 690 4 884 4 826 5 186 5 005 5 043 5 183 5 176 5 360 5 404 
(mtlhon Eur) 1974 5 077 5001 4 954 5198 5 182 5 319 5 081 5 162 5 337 5 370 5 649 5 722 
1975 5211 5 211 5 453 
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NOTES TO GRAPHS AND TABLES 
Source: Statistical Office of the European Communities (except as otherwise indicated). 
Conversion into Eur (1 Eur = 0.888671 g of fine gold). 
Graph 1 
Exports fob: seasonally adjusted; three-month moving averages. 
Graph 2 
Industrial production: volume of sales in manufacturing industry; quarter to quarter change in smoothed series 
(three-quarter moving averages); seasonally adjusted; Danmarks Statistik. 
Graph 3 
Labour market: Insured unemployed; seasonally adjusted; three-month moving averages. 
Graph 4 
Imports cif: seasonal! y adjusted; three-month moving averages. 
Graph 5 
Balance of trade: difference between the seasonally adjusted figures of exports and imports. 
Graph 6 
Wages and consumer prices: month to month change in smoothed series of hourly earnings in industry and 
consumer price index (three-month moving average); not seasonally adjusted; Danmarks Statistik. 
Graph 7 
Bank lending: by commercial and major savings banks; not seasonally adjusted; Danmarks Statistik. 
Table 1 
Source: Danmarks Statistik. 
GDP at market prices. 
Industrial production: value added at constant prices by industry. 
Exports and imports: goods and services. 
Gross income per employee: income from employment. 
Table 2 
Source: Danmarks Statistik. 
Balance exports less imports : as defined for the national accounts. 
Unemployment rate: insured unemployed as percentage of total number of insured workers. 
Pnce index: Consumer expenditure deflator. 
Table 3 
Source: Danmarks Statistik. 
Exports fob, imports cif; the products have been grouped on the bas1s of the Standard International Trade Classi-
fication (SITC): food, beverages and tobacco (Groups 0 and 1 SITC), raw materials, fuel and power (Groups 2-4 
SITC), semi-finished and fimshed industrial goods (Groups 5-9 SITC). 
Table 4 
Industrial producuon: volume of sales in manufacturing industry; seasonally adjusted, Danmarks Statistik. 
Unemployment: Number of insured unemployed; seasonally adjusted. 
Construction: number of dwellings authorized. Seasonally adjusted. 
Private consumers' expenditure: Retail Sales Index; seasonal! y adjusted. 
Consumer prices: Consumer price index; not seasonally adjusted. 
Imports: cif, exports: fob; seasonally adjusted. 
Balance of trade: difference between the seasonally adjusted figures of exports and imports. 
OffiCJal foreign exchange reserves; monetary reserves: monetary authorities gross reserves of convertible currency, 
holdmgs in special drawing nghts and reserve position at the IMF; liabilities to abroad have not been deducted, 
position at end of month; not seasonally adjusted. . ' 
Money supply: notes and coins ill circulation and sight deposits at post giro accounts commercial and major savings 
banks, position at end of month; not seasonally adjusted. 
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B. Germany 
------ ------ ----------------
Following the marked decline in demand in the closing months of 1974, economic 
activity in Germany was running at a distinctly reduced level at the beginning of 
this year. As the pace of production slowed down, unemployment climbed further. 
l 
I 
I 
Economic growth in the months ahead could recover slowly as domestic demand 
gathers momentum. Export demand, however, seems unlikely to provide much 
stimulus. Given the foreseeable gains in productivity, the expansionary forces will 
hardly be strong enough to cause any noticeable drop in the level of unemployment . 
The price climate could continue to improve gradually. 
1. Recent developments 
The Geliman economy 1showed marlred .SJigns of 
recessionary tendencies in the early months of 
the year. The Feder:a1l Government's refl.acionary 
measur.es in 197 4 and the moderate wage in-
crea1ses at t·he beginning of •che year do however 
hdld out nhe hope of a gradual change in the 
economic climate. 
As a resu!t of ·the ·app11eci~b'le £al:l-off in eco-
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nomic activity ·in most Jndustria:lized countries, 
Ge11man vi5ible :e::~ports have faHen sha-Dply in 
recent months. In terms of va1lue, ·totai exports 
in the fi1:1st four months of 'the year were 2 .5lfc 
down on a yea·r ago compa.red with year-on-year 
inct1eases of 23.5% and 32.2% in the -two pre-
vious quarters. The rise in export prices slac-
kened distinctly under the impact of keener 
competition on foreign markens; thus, the 
s:lowdown in the volume of e:xtport•s was some-
what less pmnounced. 
Business inVIestment demand was favourably in-
fluenced by the investment premium, but at 
the present stage of the tmde cyde it would be 
premature to interP'ret this ·as a generol and 
lasting recovery in the propensity to invest. A 
certain improvement has probably been record-
ed in investment in plant and machinery m:alinly 
as a resUll.it of purchases of vehicles and machi-
nery for which the decision to inveStt can be 
taken at rela ti veil y short notice. The decline in 
building investment has continued in recent 
months. Activity in rosidentita~l construction 
continued to be impeded by the excess supply 
which still overhangs the market. Similarly, in-
vestment in indus1tri1al and oommerciaJ bmlding 
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shawed a slight decline. Public sector 1nvest-
ment, however, continued to expand, boosted 
by an expansionary budgetary policy. Fi·rms 
were reluctant to invest in stocks. 
The trend of consumption 11emained sluggish 
whi[e the propensity to 'Sav:e turned Ulp .sha.vply. 
In the first quarter retahl sales were again a:bou t 
8 % higher than in the ~Same period 'last year; 
but in constant pric-e terms, ~there was no in-
crease. However, there was a strong recovery 
in sa1les of new cars ·as a oeruain pent-up demand 
had evrdently buiJ.t up over past years when 
purchases of new vehicles •l'lan at a much reduc-
ed level. New registration for the period 
January-April were 20.9 % up on the same per-
iod last year. 
The oonsideMhly grooter threats to employment 
curbed the r<ise in wages and sala.vies. Wages 
per peJiSOn employed in indillitry were about 
10% up on a year-on-year basis in the first 
quarter compar-ed wi!th 13.3 % in the fourth 
quarter of 1974. But with employment oonci-
nu.ing 'to dedline, tot ad gross wages and sa!Laries 
increased by only 3.5 % in the .same period as 
against 8.1 % in the fourth quv.~:rter of 1914. 
Higher transfer payments resulting notably from 
the tax and child rul!lowance ·reform probably 
made for a somewhat positive trend in dis-
posable incomes. 
The downward tendency of industmall produc-
tion under way since m[d-197 4 continued into 
1975, taki,ng •the average for the ·eanly months 
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of ·the year. The most marked decLines were i.n 
t•he ·industries hardest hit by the depres·sed 
eX!port situation (1steel and chemica!ls). Tonal 
industriail production in the H11st four months 
of the year was 9% down on the sam·e perioo 
a year eanlier. The degree of capacity ut~ization 
measured against individooJ. firm's' pLanned tar-
get oapac:iJties and after seasonal ·adjustment 
dropped to 76.2 % of i1ns normail. level! by April . 
As the pace of production s[ackened unemploy-
ment and short~nime working continued to climb 
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rapidly. Foreign workers and young persons 
were dispropo.vtionanely affect.ed. At the end of 
May 1 018 000 worker:s or 4.4 % of wage and 
sa;la·ry earners were unemployed., and im. mid-May 
922 000 were on short time. 
RefJectring the sluggish domestic economy, vts<l-
ble impovts also ·SI1ipped discino~ly. In terms of 
Imports Mio Eur 
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Germany 
BUSINESSMEN'S VIEWS ON THE INDUSTRIAL SITUATION 
Order-books A Stocks of finished products B 
% % 
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Trend in production c Trend in sellin~ prices 0 
% % 
1973 1974 1975 1973 1974 1975 
Answers to questions in the EEC business survey, carried but in the German Federal Republic by the IFO-Institut. 
GRAPHS A, B, C and D: The three zones (grey, white and black) show the percentages of the three different 
answers. 
The black curves, the scale for which is given between the graphs. show the figures obtained by adding together 
the percentages weightou as follows : 
by 0.03 for the answer "above normal", or "up"; 
by 0.02 for the answer "normal", or· "no change"; 
by 0.01 for the answer "below normal", or .. down". 
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value they were only 5.1 'A up in the fi11st four 
months of the year compared to a yea:r eanlier 
compared with 36.5 % in the rhird quarter of 
1974 and 20.3 % in the fourth. Much of this 
was due to the sharp decline in the import p11i-
ces for raw materials and semi-manufacturern. 
1\1oderate wage agreements and falling import 
prices brightened the overaH prices picture. In 
particular, industrial producer prices have 
steadied distinctly ·since the turn of the year 
and in April were some 5.8 CX up on April 
197 4. By contrast, rt:here was no noticeable .let-
up in consumer price increases, but Germany 
still had clearly the lowes•t rate of price inflation 
compared with the rates prevailing elsewhere. 
In Aprd the price index was 6.1 7r up on a 
year earlier . 
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The foreign trade su!!plus:es for t:he first four 
months of the year totalled DM 13 400 million, 
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well below the exceptionaWly high figure of 
DM 17 900 million for the same period las1 
year. Likewise, the current account surpluses 
were below 1as1: year 's high results. After taking 
account of balancing ]terns, there was a small 
defidt on capitaJ movements. During the first 
four months of the year the foreign exchange 
reserves of the Bundesbank increased by 
DM 2 400 million; by the end of April they had 
reached DM 83 700 million. 
With lending expanding moderately and mone-
tary capital forma:tion exceptionally hiogh, the 
money supply in recent months has continued 
to grow very slowly. A•t the end of Apdl the 
stock of money and near~money ( M2 ) was 
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2.2% below the leved of a year ago; however, 
this reduction is due, Ito a 'large exltent, to chan-
ges in the relative importance of time deposits 
and savings aocounts. The gradual easing of 
monetary policy has ~led to a disdnct drop in 
short-term and long-term interest rates and re-
cendy in banJ.<,s' lending and borrowing rates 
too. 
Demand for and supp(y of goods and services 
1972 1 1973 1 19741 1975 2 
At 
current % change on preceding year prices 
(in 
DM 
'000 Volume Value Volume Value Volume Value 
million) 
Exports3 180.1 + 16.7 + 19.2 + 13.5 + 31.3 -7 + 1 
Gross fixed asset formation 217.4 + 1.1 + 5.8 - 7.9 - 1.7 - 47'2 + 17'2 
Public current expenditure on goods and 
services 146.5 + 4.0 + 15.1 + 4.4 + 16.0 +3 + 107'2 
Private consumers' expenditure 450.9 + 2.9 + 10.2 + 0.2 + 7.5 +17'2 + 77'2 
Gross domestic product . 834.6 + 5.3 + 11.5 + 0.6 + 7.2 -17'2 + 67'2 
Imports3 164.7 + 9.9 + 14.8 + 4.0 + 27.6 +1 + 27'2 
1 Federal Statistical Office/National Accounts, Series 1, preliminary report 1974. 
2 Estimates. 
3 Goods and services. 
2. Outlook 
The economic policy measures and the distinct 
moderation of the pressure of costs on firms 
have helped to set the stage for a grraduail upturn 
in economic growth. In contrast with the 1967 
recession, when the subsequent recovery was 
expovt-led, 1tlhis time export demand is unilikcly 
to provide any extra ,stimuli. In addiTion, struc-
tural difficulties, in huilding and construction 
for instance, witH continue to have a dampening 
effect on economic '<lcciv1ty. 
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Following the sharp decline around the turn of 
the year, German expovts may begin to pick lliP 
sJowJy as the year goes on, especially if the 
reflationary measures adopted by the major in-
dustrialized countl'lies produce their effects and 
wovld trade in the second half of nhe year 
expands with renewed vigour. Moreover, the 
relatively more favourable domestic cost and 
p'rice trends should strengthen the competitive 
position of German exporters. Ttaking the 
avenage for the year, however, exports oannrn 
be expected to provide any notable stimulus to 
domestic activity. 
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The fedeml Government',s reHationary measures, 
the easing of monetary and credit poJicy and 
the distinct slackening in the upward movement 
of costs, notably as a re1sult of the comparatively 
moderate wage settlements, have paved the way 
for ·a reco¥ery of investment activity. Even i:f 
this does prompt firms to overcome their past 
reluctance to invest, capitail spending on plant 
and machinery wi11 initially expand only slowly, 
until the very considerable margins of idle cap-
acity have been used up. The situation in the 
bui:lding sector could continue to improve. Resi-
dential construction wiU no doubt decline fur-
ther, but the vecovery in industriai and commer-
oial building may continue as 1lhe economy 
picks up. The public authorilties wil!Jl seek to 
maintain the rapid ·expansion of their building 
activity, but the tighrt budgetary situation may 
prove to be an inhib1ting factor. 
The Federal Budget 
1974 3 1975 
Prelimi-
-
Budget nary Budget4 
results 
DM % DM DM % 
'000 
changes '000 '000 changes 
million million million 
Expenditure1 141.6 + 12.2 138.5 155.2 5 + 9.6 
of which: 
- current expenditure 116.6 + 14.1 114.1 127.1 + 9.0 
- capital expenditur~ 25.4 + 7.1 24.4 28.7 + 13.0 
Revenue 133.2 + 7.7 128.0 129.4 - 2.8 
of which: 
- direct taxes 62.0 + 17.6 60.0 57.2 - 7.7 
- indirect taxes 67.4 + 0.9 63.9 68.6 + 1.8 
Net borrowing requirement1 - 8.4 - - 10.3 - 25.7 -
1 Excluding debt redemption. 
2 Including participations and loans. 
3 Figures for 1974 have been adjusted to make them comparable with the 1975 figures, following the introduction 
of the new regulations for family allowances. 
4 Excluding the two programmes to stimulate economic activity introduced in September and December 1974. 
5 Including an overall spending cut of DM 700 million to be made during the fiscal year. 
Note: 
The figures in this table are based on national budgets and are recalculated on the basis of Community definitions. 
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Total expenditure on consumption couJd pro-
vide gradually increasing •Stlimuli for the eco-
nomy. The mte of growth of public current 
expenditure on goods and servkes wili probably 
ease slightly, while the trend of private consu-
mets' expendhure may be more buoyant. This is 
only likely, however, if households curb their 
propensity to save which at present is at an 
exceptionally high level and if private consu-
mers' spending again grows more rapidly, mov-
ing in line with the general increase [n incomes, 
so that the additional purchasing power created 
by ;the tax and chiJld allowance reform is trans-
formed into effective demand. 
Given the marked downturn in che economy 
during the opening months of this year, gross 
domestic product in real terms could not reach 
the average ;level of 197 4 even on the assump-
tion that grow~h w~11 accelerate very rapidly 
during the rest of the year. Therefore, no rapid 
progress ]s likely to be made in reducing the high 
level of unemployment. 
With domes•tic demand the mlllin force sustaining 
the economic rewval, imports should aJlso e.x!pand 
vigoroursily again. But in contrast to the perform-
ance last yearr the terms of trade are 11ikeily to 
improve appreciabily, and so 1the nominal •surplus 
wiU not be much below ·last year's figure. 
Even if demand gathet'IS momentum as expected, 
the distinct improvement on the cos,ts front 
wouild safeguard the progress ailready made in 
testoring ·stabi.lity. 
The 1Jask of economic policy-makers is now to 
maintain the ·s,tance adopted and wait for the sti-
mulatory mea:surres. However, there is a danger 
that the expect,ed stim'Uilus from private con-
sumption, investment, and foreign demand, 
could be we,aker than desired, or even non-
existent. Thus, rtJhe upswing may be less rapid in 
getting under way than originally assumed and 
in ·l'he eatly stages may be only moderate. If 
there is no sustained reviVIa1, the problems for 
German economic policy cou~d grow increasing-
ly more serious. Should growth continue to fail 
short of potenui:al, the prospects of bringing 
down unemploylffient as mpidly and shatply as 
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expected from the present high level, which is 
acceptable for a Hmited period as subsuantial 
welfare benefits are provided, wihl tecede. Struc-
tural difficulties in regions and industries would 
become more acute. 
A further likely consequence would be higher 
budget deficits. Moreover the stimulus that 
Germany is expected to give, in view of its 
position as a leading world trading nation, to-
wards a more buoyant economic ~trend both in-
side and outside the Gommunity would not be 
as strong as might be hoped. 
3. The economic situation in West Berlin 
The economic difficuJlties e.x!perienced through-
out the world ·and the business downswJng 'in 
the Federal area had an unmistakable impact 
on the economic trend in West Beruin. Two 
factors in Be11lin's faVIour were the absence of a 
motor vehicle industry and the continuing cap-
acity cut-backs in the building sector, which 
made possible a closer and more rapid adaplla-
tion to demand than in the Federa'l .a,rea. Ml in 
all, gross domestic product in Betlin in 197 4 
grew d~stinctly faster nhan in the Federal area 
( 1.8 o/c compared with 0.6%). 
the downwa11d trend in Berlin's Vlisible eXiports 
in recent months has been especi,ally marked in 
deliveries to the Fede11al area, while sales abroad 
have held up relatively well. Although invest-
ment in Betlin roo was impeded by cost 'in-
creases and unceruain sales and profit prospects, 
the decline in investment in plant and machinery 
and buillding was on1ly about ha:lf as much as in 
the Federal area. Here too the growth of p11ivare 
consumets' expenditure lagged well behind the 
increase in disposable incomes. Retail sales in 
the fi11st qrual"ter of 1975 were 4.4%· up on a 
year earlier. 
The pace of ·total industtlial production slackened 
distinctll.y but not as sharply as 'in •the Fedeml 
area, and in recent months the trend has stabiliz-
ed somewhat. Production figures for the first 
quavter just about reached ( -0.2% ) the Jevei 
of the first quarter of last year. As business flag-
ged, unemployment and short-time working 
climbed more rapidly, though less than the aver-
age figures for the Federal area. During recent 
months, some improvement in the situation has 
been noted as compared to the end of last year. 
At the end of May, there were still 31 4 94 
people unemployed, whilst the number of vac-
ancies was 1 0 711. 
The Federnil. Government's economic policy pro-
gramme which aJso applies to We,st Bevlin, and 
above aU a revival of the West German economy 
should stimulate economic activity in Berlin too. 
The average growth rate in real gross domestic 
product in Be11lin for 197 5 should be similar to 
that in the Federal ~area. 
Major economic policy mea~ures 
December 1974: 
- On 5 December, the Bundesbank decided to 
restrict the growth in the supply of central bank 
money in 1975 to 8%. 
- On 12 December the Federal Government 
adopted a programme to stimulate economic 
activity. 
It included the following measures: 
- An investment premium of 7.5% of the 
initial cost or cost of production was granted 
for fixer investment (including subsidized 
housing), contracted or begun between 1 Dec-
ember 1974 and 30 June 1975 and deliver-
ed or completed before 1 July 1976 (or 
1 July 1977 in the case of buildings and 
1 July 1978 in ,the case of energy projects). 
Certain energy-saving investments under-
taken after 31 December 1974 will benefit 
from an additional bonus of the same 
amount, for an initial unlimited period. 
Furthermore, the 1975 ERP economic pro-
gramme and the Kreditanstalt fur Wieder-
aufbau together made DM 1 500 million 
available as refinancing aid to encourage in-
vestment by small and medium-sized enter-
prises. 
Additional expenditure of DM 1 130 million 
by the Federal Government, especially in the 
energy field and in the building industry. 
DM 600 million was allocated up to 31 July 
for wage cost subsidies and mobility allow-
ances to create jobs in areas with above-
average unemployment. Wage cost substdies 
to employers will be 60% of agreed wages 
and salaries and will be paid in a lump sum 
for a six-month period. Mobility allowances 
for employees whose new job is not situated 
in their place of residence or former place of 
employment, range from DM 300 to DM 600 
depending on how long they have been un-
employed. The period during which benefit 
could be drawn for short-term working, until 
then limited to twelve months, was extended 
to twenty-four months. 
In certain conditions purchases of second 
homes will in future also benefit from the 
concessions under Section 7 (b) of the 
Income Tax-Law. The funds from the stabtl-
ity surcharge, investment tax and stability 
loan totalling DM 6 000 million which were 
frozen with the Bundesbank were released 
to help finance the programme. 
On 18 December the Federal Government 
adopted the draft of a law amending the Bank-
ing Law. The main purpose of the amending law 
is to increase the Federal Banking Supervisory 
Office's power to intervene, and to restrict the 
granting of large loans. In future a single large 
loan may not exceed 75% of the credit institu-
tion's liable funds, the five largest loans may not 
exceed three times the liable funds, and all large 
loans together may not exceed six times the 
liable funds. There is provision for a five-year 
transitional period so that the banking system 
can adjust to the new rules. 
- On 19 December the Bundesbank lowered 
the discount rate by 1;2% to 6% and the rate 
for advances against securities from 8.5% to 
8%. The selling rates for money market paper 
were also cut by 1;2 %. 
- On 23 December the Bundestag pressed the 
1975 law to safeguard energy supplies, which 
gave the Federal Government powers to take 
the necessary emergency measures in the event 
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of an energy crisis. This law supersedes the law 
to safeguard energy supplies of 9 November 
1973, which expired at the end of last year; it 
will be valid until 31 December 1979. 
January 1975: 
- From 1 January benefits for unemployment 
and short-time working and the bad weather al-
lowance were increased from 62% to 68% and 
unemployment relief from 52% to 58% of the 
net wage or salary. Payment of these benefits 
is to be speeded up. At the same time the un-
employment insurance contributions were in-
creased from 1.7'/c to 27c of gross monthly 
earnings. 
- At tbe beginning of January the Federal 
Railways decided to raise passenger fares by an 
average of 8.9% from 16 February; this is 
expected to bring in an extra DM 180 million. 
- In mid-January a new wage agreement was 
concluded in the building industry: from 1 May 
' 
wages will be increased by 6.6.% across the 
board and there will be a guaranteed payment 
of DM 200 as a thirteenth monthly income with 
the non-obligatory Christmas bonus counting to-
wards this payment. 
- On 23 January the Bundesbank increased 
the credit institutions' rediscount quotas for the 
period up to 31 March by approximately 
DM 2 500 million. 
- On 29 January the Federal Government 
adopted the 1975 annual economic report, which 
sets out in particular the economic policy targets 
for 1975. According to this report, real gross 
national product should grow by some 2%; the 
average unemployment rate is estimated at ap-
proximately 3% and the advance in consumer 
prices at 6%. 
February: 
- 1Vith effect from 7 February the Bundes-
bank lowered the discount rate from 6 to 5.5% 
and the rate for advances on securities from 8 to 
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7.Y!o. The selling rates for money market paper 
were lowered by up to 1 ?i'. From 12 February 
selling rates for treasury bills were also cut by 
%%. 
- In mid-February a new pay agreement was 
concluded in the public service following nego-
tiations between employers and employees: a 
6% wage and salary increase was awarded, back-
dated to 1 January. Each wage and salary earner 
also received a lump sum payment of DM 100. 
The new agreement runs for 13 months. 
March: 
- On 6 March the Bundesbank further lowered 
the discount rate by % to 5% and the rate for 
advances on securities by 1% to 6.5%. At the 
same time selling rates for money market paper 
were cut by %%. 
- On 21 March the Bundestag adopted the 
1975 Federal budget. Total expenditure is 
DM 155 200 million, 12% up on the outturn 
for 1974 methodologically adjusted for the pur-
pose of comparison. The net borrowing require-
ment is DM 25 700 million. These figures do 
not include the DM 2 300 million counter-
cyclical spending programmes of September and 
December 1974 as these are to be financed from 
extra-budgetary funds frozen with the Bundes-
bank. 
April: 
- On 24 April the Bundesbank lowered the 
rate for advances on securities from 6.5 to 6%. 
The discount rate remained unchanged at 5%. 
May: 
- On 22 May the Bundesbank lowered the dis-
count rate from 5 to 4.5% and the rate for 
aavances on securities from 6 to 5.5%. With 
effect from 1 June reserve requirements on 
domestic liabilities were reduced by 5%, re-
representing a reduction of about DM 2 000 
million. 
June: 
- On 4 June the Federal Government decided 
to allocate to measures for the creation of em-
ployment the sum of DM 250 million earmarked 
for specific employment aids (principally wage 
cost subsidies and mobility allowances) in the 
December 1974 economic programme which had 
not been implemented. 
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TABLE 1: Key indicators 
1970 1971 1972 1973 1974 1974 
% change by volume 1970=100 on preceding year 
Gross domestic product + 5.9 + 2.9 + 3.4 + 5.3 + 0.6 113 
Industrial production + 6.3 + 2.4 + 3.4 + 5.9 - 1.3 111 
Total imports + 15.3 + 9.9 + 8.8 + 9.9 + 4.0 137 
Private consumers' expenditure + 7.0 + 5.6 + 4.1 + 2.9 + 0.2 113 
Public current expenditure on goods 
and services + 4.9 + 7.3 + 3.9 + 4.0 + 4.4 121 
Gross fixed asset formation + 11.5 + 4.5 + 2.7 + 1.1 - 7.9 100 
Total exports + 8.7 + 6.8 + 8.1 + 16.7 + 13.5 153 
-
Gross domestic product per head of 
population + 4.9 + 1.8 + 2.7 + 4.8 + 0.5 110 
Gross domestic product per person in 
employment + 4.6 + 2.6 + 3.6 + 5.0 + 2.5 114 
~'~ change by value 
on preceding year 
Gross income per employee + 15.1 I + 12.51 + 9.61 + 12.91 + 12.0 156 
TABLE 2: Indicators for internal and external equilibrium 
1970 1971 1972 1973 1974 
Balance exports less imports 
in million Eur + 3 052 + 3 339 + 4 393 + 7 608 + 11 880 
as percentage of GNP + 1.6 + 1.6 1.8 2.7 3.8 
Unemployment rate 0.6 0.7 0.9 1.0 2.2 
Consumer prices 
(% change on preceding year) + 3.5 + 5.4 + 5.4 + 7.0 + 7.3 
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TABLE 3: Foreign trade (at current prices) 
Mtllwn o o of 
0 u change on precedmg \ear Em totals 
1969 1970 1971 1972 1973 1973 1973 
Vtstble exports 
Total + 16 9 + 17 7 - 14 2 + 9 0 + 25 8 53 \51 100.0 
Intra-EEC + 23 9 + 18 6 - 14 0 + 8 5 + 26 3 25 235 47 1 To non-EEC countnes ~ 12 8 +- l7 1 - 14 3 + 9 4 + 25 4 28 318 52 9 
Exports of food, beverages and tobacco 
Total +- 27 0 + 27 6 + 19 6 + 191 + 41 5 2 149 40 
lntra-EEC + 31 0 + 16 6 + 22 2 + 28 6 + 37 3 I 354 2 5 
To non-EEC countnes + 21 6 T 43 7 - 16 5 + 7 2 + 49 2 '95 1 5 
Export<> of raw matenals, fuel and power 
Total + 4 2 + 18 9 + 119 + 0 1 31 8 2 870 54 
Intra-EEC +- 54 + 20 I + 115 + 04 25 4 I 835 34 
To non-EEC coumnes + 24 +- 16.9 + 12 6 - 04 ·t H 8 I 036 I 9 
Expotts of semt-fimshed and fintshed mdustnal goods 
Total + 17 5 +· 17 3 +· 14 I + 9 2 + 25.5 48 534 90 6 
Intra-EEC + 25 8 + 18 6 + 13 8 + 8 3 + 25.8 22 046 41 2 
To non-EEC countnes r 13.0 + 16.5 + 14 3 + 9 8 + 24 I 26 488 49 5 
VISible Imports 
Total + 23 7 I· 20 0 + 15 2 + 6 7 T 18 6 43 421 i(J()() 
Intra-EEC + 30 0 ,. 21.8 + 20 8 L 1J 1 + 14 9 22 675 52 2 
Ftom non-EEC countnes +- 19 3 -t· 17 9 + 10 I + 2 7 + 22 9 20 746 4' 8 
Imports of food, be\'erages and tobacco 
Total + 16.7 T 14 3 + 13 5 .,- 10 2 + 16.0 ., 183 16 5 
Intra-EEC 
- 26 8 ~ 12 6 ., 21.9 + 15 3 t· 11.4 3 841 8 9 
From non-EEC countues 9.0 - 15 9 .. 6.2 + 5 I ~ 21 8 3 342 77 
Imports of raw matenals, fuel .md power 
Total 12 2 ~ 13 6 + 13 5 - 04 t 34 9 10 090 23 2 
lntra-EEC t- 23 3 - 18 5 --+- 22 0 + 2 1 ~ 49 4 2 956 6 8 
Ftom non-EEC countnes + 9 7 + 12 3 + 112 - 11 + 29 6 7 134 16 4 
Imports of semt-fimshed and fimshed mdustual goods 
Total T 31.4 .,- 23 5 1- 16 3 + 8 2 13 9 26 147 60 3 
lntra-EEC + 320 -'- 24 8 T 21 5 + 115 
' 
109 15 87' 36 6 
From non-EEC countnes 
--t- 3() 7 +- 22 1 ~ 10 6 +- 4 3 - 18 9 10 270 23 i 
TABLE 4: Selected monthly indicators 
Year j,ln Feb :Mar Apr May June July Aug Sept. Oct No\' Dec 
Industrul ptoducunn 1973 173.1 180.3 /762 /783 /729 179 6 173 9 182 5 185 4 /,"8.5 f797 183 2 
(1963 100) 1974 178 0 1813 179 I /77 8 174.5 187 6 176 3 175 7 1-:'4 7 /708 171 2 163 6 
1975 161.9 163 8 168 1 
New mdets reet'i\ (.d 1974 248 0 225 8 228 3 218 5 258 0 2210 220.9 228.7 223 6 229 7 233 1 221; 
(1963 lOll) 1974 256 3 249 5 253 4 254 2 267 6 2415 250 2 258.2 245.4 256 9 236 3 2190 
1975 249 8 234 8 212.2 2-13 2 
l'nemploved 1974 246 8 2-11 5 2-16 9 2-113 250 9 260 0 2 7 5.1 296 I 313 9 338 6 368 4 -122 8 
(Oilll) 1974 411 J 405 0 478.5 518.5 532 0 555.6 558 3 651-1 '11 -1 7 96 9 86' 7 821 J 
1975 J.l9 6 "96 0 9."-1 3 1 088 9 I 138 7 
Construction permit<> for 1973 64 6 63 2 66 0 56 9 65 5 55, 56 2 55 4 46 8 45 5 43 2 -II 0 
restdentu.l con~tructton 1974 43 9 38 0 P.l 34 8 39 8 314 33 6 32 5 31 7 32 9 2"6 376 
(000) 1975 34 3 34 0 
Pnvate consumer~' eApendtture· 1973 129 134 129 131 131 132 128 129 130 132 132 IJ4 
Turnover of retail trade 1974 134 135 136 13" 138 135 142 138 141 1-14 1-13 140 
(1970 ~ 100) 1975 144 148 146 
Con!>umer ptrces 1973 115 2 116 0 116 8 117 5 118 2 119 0 119 3 119 3 119.4 120 3 121 8 122 9 
(19'70 - lOll) 1974 123 7 124 8 125 2 125 9 126 7 127 2 127.5 12°." 128 I 128 8 !2ll 7 130 I 
1975 131 3 132 0 1326 133 6 
Visible tmports 1973 3 324 3-118 3 356 3 386 j "89 3406 3 562 j 723 3 605 -1080 -1 129 j 69" 
(million Eur) 1974 4 306 3 937 4 371 4 549 4 977 4 336 4 934 5 034 4 705 5 021 4 835 4 610 
1975 4 ]75 4 520 4 122 5 235 
V J<;Jble exports 1973 4 008 3 921 4 043 4 168 4 664 4 020 4 500 4 661 ..j. 7f9 5 133 5 150 4 669 
(mtlllon Eur) 1974 5 "34 5 40 7 5 745 5 999 6 502 5 226 6 360 6 148 5 982 6 105 6 09" 6 255 
1975 5 730 5 506 5 079 6 111 
Balance of trade 1973 + 684 i- '03 + 687 + '82 +- 8""5 + 614 -1 938 + 938 1- I 114 ---r- 1 053 - 1 021 -,- 972 (m1lhon Iwr) 1974 + 1 428 + I 470 +I 373 + 1 450 + 1 525 + 890 + I 426 + 1114 ~ 1 277 +- 1 084 + 1 262 < 1 645 1975 + 1 455 r 986 + 957 +· 8"6 
Official gold and foreign e,change 1973 77 () 86-1 93 9 92 9 912 93 5 98 2 96 2 1014 100-1 98 2 92 5 
reserves 1974 89 6 89 2 91 5 93 8 95 6 94.9 94 1 92 5 90 8 89 3 90 6 83 4 
(Di\.1 000 mtllwn) 1975 84 8 86 8 87 8 85 8 85 0 
Money -.upply 1973 1318 132 2 135 8 135 6 130 8 132 4 1311 1288 130 0 129 9 1312 I JJ 8 
(DM 000 mil1wn) 1974 114 5 135 8 136 2 137 0 136 8 139 5 140.5 141 3 142 5 142 I 146 7 149 7 
1975 150.0 150 0 152 8 154 1 
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NOTES TO GRAPHS AND TABLES 
Source: Statistical Office of the European Communities (except as otherwise indicated). 
Conversion into Eur (1 Eur = 0.8"88671 g of fine gold). 
Graph 1 
Exports fob: series adjusted for seasonal variations; three-month moving averages. 
Graph 2 
Industrial production: excluding construction, food, beverages and tobacco; adjusted for seasonal variations. 
Graph 3 
Labour market: series adjusted for seasonal variations; three-month moving averages; position at end of month. 
Graph 4 
Imports cif: series adjusted for seasonal variations; three-month moving averages. 
Graph 5 
Wages and consumer prices: index of the wage and salary bill per employee in industry (construction and energy 
excluded; cost-of-living index (all households). 
Series adjusted for seasonal variations by the Deutsche Bundesbank. 
Graph 6 
Balance of trade: difference in terms of value between exports and imports, seasonally adjusted. 
Graph 7 
Bank lending: short-term loans to business and private customers within the country; position at end of month, 
not adjusted for seasonal variations. 
Graph 8 
New orders received: manufacturing industry (excluding food, beverages and tobacco); seasonally adjusted 
value index; three-month moving averages. 
Table 1 
Gross domestic product at market prices. 
Industrial production: value added by industry (including small workshops). 
Total exports and imports: goods and services. 
Gross income per employee : income from paid employment (including employers' share of social insurance 
contributions). 
Table 2 
Balance exports less imports, as defined for the national accounts (including factor incomes). 
Unemployment rate: number of unemployed as percentage of total labour force (annual averages); source: 
Statistisches Bundesamt and Bundesanstalt fiir Arbeit. 
Price index : implicit price index of private consumption, computed from the national accounts. 
Table 3 
Exports fob, imports cif. The products have been grouped according to SITC section 0 and 1 (food, beverages 
and tobacco), 2-4 (raw materials, fuel and power) and S-9 (semi-finished and finished industrial and miscellaneous 
goods. For intra-community trade, the new Community countries have not been taken into account except for 
1973 figures (including comparisons with 1972). 
Table 4 
Industrial production, excluding construction, food, beverages and tobacco : adjusted for seasonal variations. 
New orders received: manufacturing industry (excluding food, beverages and tobacco); seasonally adjusted 
value index. 
Unemployed: position at end of month, adjusted for seasonal variations. 
Construction : seasonally adjusted number of dwellings authorized. 
Private consumer's expenditure: Total retail trade; seasonally adjusted value index of the Deutsche Bundesbank. 
Consumer prices: cost-of-living index (all households), not ~djusted for seasonal variations. 
Imports cif, exports fob; value, adjusted for seasonal variations. 
Balance of trade: difference between the seasonally adjusted values of imports and exports. 
Official gold and foreign exchange reserves: including IMF Special Drawing Rights and reserve position at the 
IMF. Figures are given gross, liabilities to abroad not having been deducted. Position at end of month. 
Money supply: notes and coin in circulation (excluding cash holdings of credit institutions) and sight deposits 
of domestic non-banks (excluding public authorities' deposits with the Bundesbank); position at end of month, 
adjusted for seasonal variations. 
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C. France 
The rapid decline in economic activity in the later months of 1974 was followed by 
a period of stagnation in the early part of this year. With domestic demand weak, 
external trade moved rapidly back into equilibrium and inflation lost a little momen-
tum, though there was a sharp upsurge in unemployment. 
The very scale of the decline in economic activity foreshadows a modest recovery, at 
least of a technical nature, by the end of the year. Trade should remain in equilibrium 
because exports will probably increase slightly. On the other hand, it is to be feared 
that an improvement in the economic activity will not allow much reduction in un-
employment and will in fact curb the tendency for inflation to slow down. 
1. Recent developments 
The decline in economic octivity, 'a trend which 
spread through the various lev~ls of the produc-
tion process from rlast autumn onwards, gave 
way about the turn of the year to a period of 
stagnatrion which prevai'led throughout most of 
the first h~H of 197 5. It now seems possible 
that more baltanced developments with ~regard to 
prices and trade can be once again achieved; on 
the other hand, unemployment has become a 
serious problem. 
World business conditio!lls h~ve remained ~slack 
and French e~port·s, in terms of value, have 
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therefore been marking time or actuailily declin-
ing. The slowdown in sales to industriaJized 
countries has on1ly been pa1rrly offset by further 
substantial progress on certain markets- mainly 
for capita1l goods-outtside .the Community; on 
the other hand, d~liveries of intermeditary goods 
have fa1J.ilen. 
Domestic demand has remained particuila:rl y de-
pressed. Dealers ~and manuf,acturers have con-
tinued to run down stocks, ·though this pheno-
menon was declining by the end of the ·reference 
period. It began in 1974, when stocks of input 
producrs had reached extremely high levd.tS at aU 
stages, and it was strengthened by the ·serious 
cash di£firu1ties now besetting firms and by 
weakening wholesale prices, combined wit h the 
poor business outlook. 
Expenditure on fixed investment has continued 
downwards: according to surveys carried out, 
the reduction in ·terms of volume continued 
during 'a considerable proportion of ·the first hall£ 
of the year and i·s due not ondy to the financial 
diffiru!1ties af.fecting most fitms, but ruso to the 
scale of idle capacity now avait!able . In building 
and construction, the decline in activity which 
had begun as early as the middle of 197 4 ap-
pears very subs·tantial on a year-to-yea'r compa-
rison, a~khough the ~seasonaJ s1lowdown seems to 
have been substantiailly ~ess marked in recent 
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months due to the dement winter; in .the ·resi-
dential constlluction sector, ~slacker ·actri.vity i's 
probably mainly due to the considerable increase 
in bulliding costs while the growth mte of the 
disposable income of households has slowed con-
siderably. 
The decline in ·the overahl purchasing power of 
persons .in paid employment, resulting mainly 
from the slight reduction in numbers, has affect-
ed private consumers' expenditure: the volume 
of purchases of manufactures is about that of 
the same pel'liod of 1974. However, there is 
good reason to believe rt:hat households' reluct-
ance to buy has its countenpa•rt in a preference 
for precaudonary, hence 1liquid .saving, as evi-
denced, in particular by the trend in depositJS in 
savings banks. Pub'lic current ·eXJpendi!ture on 
goods and services, on the other hand, forged 
ahead in the early :months of the year, :this 
being mainily a mat!ter of the various ~adjustments 
made ·tO civlli servants' ·sa!lari.,es. 
After the sharp decline in the 1Second half of 
1974, production probably stabilized in the early 
months of the present year. For the first quarter, 
the industrial production index (not ·including 
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buiLding and construction) was 7.8 % lower 
than the same figure for 1974. However, the 
situation is not uniform throughout the !Sector: 
only the production of certain categories of cap-
ital goods items is continuing at a higher rate, 
while, with e:x~port demand flagging ~nd ·manage-
ments ~still wishing to iower their stocks, inter-
mediary goods are being manufactured in much 
sma!ller quantities. 
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With the decline in economic occiwty, many 
fi.l.'lms are now running well bdow capacity. Un-
employment, 11i:sing s-hatll)ly ·at the end of 19 7 4, 
has reached a pootwar record; for the first four 
months, rhe number of outstanding job applica-
tions was 70 % up on the !Same i974 figu·re. 
Short-t:lime working rulso seems to have ris·en 
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shar.ply, although here ~it is very hard to fo1.1m an 
exact assessment. The number of vacancies has 
continued to decline though rot a .slower rate 
since the end of the first half of 19 7 4. Tbe de-
dine in working hours ha-s ceased. In this de-
pressed employment situation, the upward move-
ment in money wages remains considerabl·e arrd 
is sriM generating ino11ooses in the purcha·sing 
power of the hout1ly wage-rate. 
The stagnation of domestic economic actlvtty 
had a marked effect on imports, which again de-
Imports Mio Eur 
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France 
BUSINESSMEN'S VIE\VS ON THE INDUSTRIAL SITUATION 
Order-books A Stocks of finished products B 
% % 
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Trend in production c Trend in selling prices 0 
% % 
1973 1974 1975 1973 1974 1975 
Answers to questions in the EEC business survey. carried out in France by INSEE. 
GRAPHS A, B, C and D: The three zones (grey, white and black) show the percentages of the three different 
answers. 
The black curves, the scale for which is given between the graphs, show the figures obtd.ined by adding together 
the percentages weighted as follows : 
by 0.03 for the answer "above normal", or "up"; 
by 0.02 for the 8I1Bwer "normal", or "no change"; 
by 0.01 for the answer "below normal", or" down". 
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dined in terms of va1ue during the early months 
of the year. The very definite reduction-3.2 % 
for the firs·t quarter compared with the last 
quarter of 1974-oonooals, however, what was 
probably a less ~harp change in the ttend, be-
cause of the persistent appreciation of the French 
franc and the drop in raw materials prices. The 
index of prices of raw materials imported by 
F ranee actuaH y fell by nearly 5 % between De-
cember 1974 and March 1975. 
Prices began rising more slowly ·after mid-1974, 
but this trend was less marked in the first haM 
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Balance of trade 
of 1975, ·and inflation remains some of the most 
disturbing ·aspects of the economic situation in 
France. It i·s true tha1t the very sharp and very 
varied upward movements 1asrt year were bound 
to ;lead to successive increases in the retail price 
level. Nonetheless, a compari•son of wholesale 
and remil price trends shows that maTgins have 
widened considerably since autumn 197 4 ; for 
example, from September 1974 to March 1975 
the retai'l pri.oe index for manufactured goods 
rose 5. 9% , whereas, for the same period, the 
increase in wholesale prices of transform.ed in-
dustrial goods feH by nearly 2 %. It ·may be that , 
by limiting compedttion between them, the con-
straint imposed on the expansion of the major 
retaililern is in fact distorting the conditions un-
der which ret,aH prices are determined. 
A.Jthough expoDts have stopped growing, the 
decline in imports in value led to a very prompt 
recovery in the trade balance, which was in equi-
librium again by the end of 1974. This was , of 
course, fadlitated by the sharp improvement in 
the terms of trade. The trade deficit ( fob4ob , 
seasonaLly adjusted) , which was sti~ll running at 
more 'than FF 2 000 mirhlion in the third quarter 
of 197 4 and FF 4 3 5 mi.Llion in the fourth 
quarter, gave way to a surplus of nearly 
Mio Eur 
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1973 
FF 2 000 miliion in the fi11st quarter of 197.5. 
This perfonmance strengthened the tendency for 
the French franc to appreciate and by mid-May 
the franc was back within the Community 
'snake' bands, although a y~ar before it was 
bdng quoted at more than 12 % below tll;is 
1974 1975 
level. The strength of the franc is also accounted 
for in pat<t by relative interest vates, still run-
ning at a high level: rates have been falJling, 
though ranher sJowl y, despitte official encouvage-
ment, since J.ate 197 5, but the trend has been 
much more marked in respect of short-term 
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ootes, which are now below 'long-term mtes. 
Gross official gold and foreign exchange reserves 
rose( after revailution of the gold stock) from 
FF 95 900 million in January to FF 98 500 mil-
lion in .April. 
The expansion of the money supply ( M2 ) stop-
ped at the beginning of the year. According to 
the una:djusted figures it gave way in the first 
three months of the year to a redootion which 
promises to be one of the greatest in recent 
years. With regard to lending to commerce and 
industry, the situation of a year ago is now com-
piletely reversed and the ceillings Jmposed on the 
banks are in fact no 'longer ~reached. 
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1973 1974 1975 
Demand for and supp(y of goods and services 
1972 1 1973 1 19742 1975 2 
At 
current % change on preceding year prices 
(in 
FF 
'000 Volume Value Volume Value 
million) 
Exports3 172.5 + 12.7 + 20.9 + 14.9 + 42.9 
Gross fixed asset formation 260.4 + 6.5 + 13.6 + 2.1 + 19.0 
Public current expenditure on goods and 
services 123.7 + 3.4 + 11.5 + 3.5 + 18.4 I 
Private consumers' expenditure 597.5 + 6.0 + 13.6 + 4.3 + 17.3 
Gross national product 1 006.2 + 6.0 + 13.6 + 3.8 + 15.4 
lmports3 163.8 + 14.1 + 22.9 + 12.2 + 57.9 
1 Rapport sur les comptes de Ia Nation 1973. Ministere de l'Economie et des Finances. 
2 Estimates. 
3 Goods and services. 
62 
Volume Value 
-2 + 2.5 
0 + 11 
+1~ + 17~ 
+1 + 12~ 
0 + 13 
-6~ - 5~ 
2. Outlook 
There is httrle evidence pointing to an app-reda-
ble recovery in growth in the second half of this 
year, and it is ·likely that firms will go on work-
ing well below capacity. However, ·this should 
he1p vhe struggle against inflation and to con-
solidate trade equi!lihrium. 
Only a fairly sharp recovery in the undevlying 
trend of economic activity in a number of 
countries could generate any reviv:ail of exports, 
which wilil remain Iargely dependent on the exe-
cution of major rontrads with certain non-mem-
ber countries. French Hrms are by no means the 
only ones disposing of available production ca-
pacity and of stocks of products ready for 
delivery; onily France'1s competitive position, 
stiLl favourable iJn terms of prices, and what may 
weLl be a range of products better adapted to 
outside needs, may enab[e the French economy 
to :make the most of any recm~'ery ooctll"ring in 
other countries. As to the past and future ·ap-
preciation of the French franc, it is unlikely to 
harm the prospects of French exporters, since 
there is stili room for appreciable productivity 
gains. 
The outlook for any purely spontaneous revival 
of domestic demand seems remote: any progress 
wiN dep-end iargcly on trends in the situations 
of H11I1S and in their production expectJations. 
Household consumption whlil serve to contain 
the faiLl in activity, but a recovery in this com-
ponent of demand is unlikely. Such a recovery 
would need either a substantiai improvement in 
the trend •in disposable incomes, which could be 
The Central Government Budget 
1974 1975 
Prelimi-
Budget nary Budget 
results5 
FF % FF FF % 000' 4 000' 000' 4 
million changes million million changes 
Expenditure1 228.1 + 17.7 244.4 269.5 + 18.1 
of which: 
- current expenditure 194.3 + 13.5 208.3 232.3 + 19.6 
- capital expenditure 33.8 + 2.4 36.1 37.2 + 10.1 
Revenue2 228.4 + 11.9 252.9 269.5 + 18.0 
of which: 
- direct taxes 78.5 + 17.7 96.1 102.6 + 30.7 
- indirect taxes3 " 126.7 + 7.7 130.8 136.7 + 7.9 
Net borrowing requirement + 0.3 - 8.5 0 -
1 General budget, specific appropriation accounts, loan accounts and balance on other specific accounts; debt 
repayments excluded. 
2 General budget, specific appropriation and loan accounts. 
3 After deduction of tax repayments and reliefs. 
4 Compared with initial budget of prevwus year. 
5 Second Revised Finance Act. 
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induced oruly by lower unempiloyment, or major 
gains in the purchasing power of the average 
wage, which would not be easy for firms to 
cope with, or, ~astly, a sudden ·and •substantial! 
conrraction in precautionary saving. The Jatrer 
possibility shocld admittedly not be ruled out 
complerely, but it would depend mainly on a 
change in the economic climate, and can there-
fore not be predicted in any relia:ble way. On 
the other hand, public current eJq>enditure on 
goods and services wilil grow faster tban in the 
past. 
As for investment, it ~s sdlil difficult to quantify 
the effect of JaSit April's measures: ·the ample 
idle ·technioal capacity available is Jikely to be 
an incentive to managements to act very pru-
dendy, in commissioning projects, or indeed to 
postpone them, even taking .into account the 
advanlbages avam11Jble to them from now unt!m the 
end of the year, but the induced effect of 
demand from a number of indUJStries ( main'ly in 
tJhe public sector) for which investments have 
in any case been revised upwards must a:lso be 
borne in mind. Ml :in all, however, on the ,as-
sumption that construction, particula11ly residen-
tial construction, witlil go on marking time, gross 
fixed asset fo11mation wiH probably 1show no 
progress in real terms in the second half of the 
year. Even some increase in stock•building wOUild 
not bl'ing about an ovel'ailJ recovery: at aJJ. stages 
of the production process, stocks of prodru()t;s 
avail.'ll:ble for delivery are large enough for some 
time to cover a modemte build-up of stocks of 
inputs. 
In view of the slackness of domestic demand, 
the recovery of production witH probably re-
main modest in coming months. In certain cases, 
there could be a readjustment in the production 
system, where it has e:x;aggemted the slowdown 
of demand. 
Imports-largely a funotion of domestic activity 
-are unlikely to expand to any appreciable ex-
tent. In fact, managements h'<l.ve often turned to 
imports in the paSit to meet marginal! needs at 
times when domestic production facilities were 
running at or near capacity; pJ:ainly, in the cir-
cumstances which wiLl continue in the period up 
to the end of the year, this will not happen. It 
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is thus Hkely tthat 1he return to lasting trade 
equilibrium will be confirmed. 
Several factors should help to s[ow down the 
upward retail price movement: in particular 
strain has been easing for several months in 1the 
trend of production costs at the wholesale price 
stage, demand is weak, and stocks and unit 
financing costs of srocks are declining. On the 
other hand, it must be remembered that cel.'tain 
price increases have not yet worked their way 
through the economy completely and that many 
managements are anxious to achieve a more 
heailthy situation. Moreover, neither the sluggish 
business phase nor measures •to reactivate the 
economy taken recently have ·alrered 'the speci-
ficaillly structural causes of 4nflation in France. In 
particular, any marked recovery of demand oouJd 
wehl create dif.firult conditions once 'again in 
certain industries with regard to production 
costs. Apparenvly the present period of relief on 
the labour market has not been Ulsed ~adequately 
to train the av,aHable work force, where skills 
are inadequare. Thus it is to be feared that as 
soon as the economy does get under way again, 
managements will once again find themsedves 
hampered by the shortage of workers with the 
right skills. It it also possible, given the usual 
~tendency for those involved in the economic 
process to persist in set behaviour patterns, that 
the present price control system will heiLp to 
freeze relative price differentials, which, as time 
goes on, are getting farther and farther away 
from any economic rationaili!ty. 
The threats to the short-tevm trend in the 
Frenoh economy discern~ble in the 'Second hail£ 
of 197 4 seem for certain people to have been 
partly dispeihled. Nevertheless, extemail equiJi-
bl'ium has been restored •and 'imported' inflation 
has slowed down, in a very depressed interna-
tional environment, only at the cost of an ap-
preciable slowdown in economic activity and a 
very .shanp worsening of unempiloyment; thus 
there is a great temptation to end this phase of 
consolidation. In present ciJ.'IOllmstances, with 
the undenlying trend of inflation running at 
neal'ly 12% on an annuaJ. lb'll:s~s, any ,atrempt ro 
reactivate the economy by boosting domestic 
demand would be fraught with danger. T·he pro-
ductive investment incentives introduced in the 
first half of this year .are certainly <those ilieast 
liable to spur inflation; however, it is also likely 
to be some time before they affect vhe general 
leve'l of economic activity and improve employ-
ment. On the other hand, measures ooopted ·at 
the same time to expand consumption would 
probably have generated a more mpid recovery, 
but at the price of ·a further inHationary spurt 
and the subsequent ·reemergence of 'an external 
disequilibrium situation which would impose a 
heavy burden on the French economy. Any last-
ing improvement in ttbe conditions governing 
economic growth must depend on using the 
present period of lesser strain to implement 
measures to eliminate the structul'lal components 
of inflation. This .policy approach does not seem 
compatible whh any early return to susmined 
growth. 
Major economic policy measures 
November 1974: 
- The Government adopted the draft Finance 
Law amended for 1974, complementary to the 
supplementary estimates voted in July 1974: 
expenditure will be FF 239 700 million, or 
FF 16 000 million more than the appropriations 
in the original budget, and revenues will be 
FF 248 200 million, thus exceeding by 
FF 24 000 million the original forecast. The 
public revenue surplus will therefore be about 
FF 8 500 million. 
December: 
- From 1 December the mzmmum hourly 
wage rate was increased by 3% (FF 6.75 instead 
of FF 6.55); this brought the increase for a year 
to 26.9%, comparing with price increases of 
15%. 
- A decree established the new arrangements 
with regard to trading margins for the first nine 
months of 1975; the margins will be calculated 
in relative values, item by item, and can be 
checked at any time by the authorities. In parti-
cular, any reduction at the wholesale stage must 
be reflected in retail prices. 
- The Government adopted a set of monetary-
policy measures : 
- interest rates for the various forms of saving 
were raised on 1 January; 
- the credit limitation system will be relaxed 
and simplified, the aim being to curb mone-
tary growth in 1975 to about 11 to 12%. 
While previously the ceilings had been de-
termined on the basis of 1972 transactions, 
the new system will take as basis the average 
of the authorized amounts outstanding for 
the last two quarters of 1974. Using this 
basis, the increase will be subject to a ceiling 
at +2% at the end of the first quarter of 
19 7 5 and at + 3% at the end of the second 
quarter. For claims connected with exports, 
the rate of increase will be twice as high. 
The credits exempt from limitation will be 
retained. Special arrangements will be made 
to help small and medium-sized firms; 
- In January, the Bank of France will revalue 
in its books the gold and foreign exchange 
reserves on the basis of free market prices. 
January 1975: 
- Fuel and power prices raised; the highest 
increases were in the industrial rates (gas, 20%, 
electricity, 19.2%). 
- The Bank of France reduced its discount 
rate from 13 to 12%. The Banks' base rate was 
lowered by 0.5%, to 11.9%. 
February: 
- The Ministry of Agriculture released details 
of measures adopted to support farmers' incomes 
in 1975. They consisted mainly in two types of 
premium supplementing a price improvement 
agreed at Community level. 
- The Bank of France lowered its discount 
rate from 12 to 11 %. The banks' base rate was 
lowered from 11.9% to 11.2%. 
March: 
- The minimum hourly wage rate was raised 
from FF 6.75 to FF 6.95, an increase of about 
3%. 
- Several measures to support economic activ-
ity were adopted: they concerned mainly build-
ing and construction (subsidized housing, the 
release from credit limitation of certain types of 
loans, higher price ceilings) and industrial zn-
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vestment (relaxation of terms governing loans, 
reintroduction of the degressive depreciation 
system). 
April: 
- The Banque de France reduced its discount 
rate from 11% to 10%. The banks' base rate 
was lowered by 0.90 percentage points, from 
11.20 % to 10.30 %. 
- A number of measures were adopted with a 
view to supporting economic activity through a 
recovery of productive investment: 
- floating of a consolidated FF 5 000 million 
equipment loan, with interest rate bonus; 
- interest rate rebates for the FF 3 000 mil-
lion credits recently allotted to export firms; 
special loan from the Economic and Social 
Development Fund of FF 250 million for 
the improvement of industrial structures; 
investment in nationalized undertakings was 
speeded up; 
tax rebates corresponding to 10 7c of the 
cost of productive investment made by all 
undertaking between 30 April and 31 Dec-
ember 1975; 
- payment of the first instalment of the con-
;unctural levy (due on 30 April) was 
waived; 
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FF 240 million were approved (programme 
authorization) and FF 120 million were ap-
proved (as payment credits) for the West 
and Centre regions; 
- a supplementary telecommunications' invest-
ment scheme was launched, involving a total 
of FF 4 200 million spread over 19 7 5 and 
1976. 
May: 
- The President announced the return of the 
franc into the Community 'snake' 
June: 
- The minimum hourly wage rate was raised 
to FF 7.12, an increase of 2.5%. 
- The Prime Minister announced certain mea-
sures affecting the employment of young people, 
notably financial guarantees to young people 
seeking employment for the first time. 
- The Finance Minister adopted measures af-
fecting profit margins on certain products 
(through limiting percentage mark-ups) and 
froze the prices of certain other products. 
- The Bank of France lowered its discount rate 
to 9~%. 
France 
TABLE 1: Key indicators 
1970 1971 1972 1973 1974 1974 
0 
0 ch,1nge by volume 197(L 100 on preceding year 
Gross domestic product ~ 5.8 T 5.3 T 5.7 -:- 5.8 + 3.8 122 
Industrial productiOn t o.4 + 5.7 + o.5 + 5.9 -r 2.8 123 
Total imports --L 3.2 ~- 8.8 ,- 14.7 ~ 18.1 
-r 11.1 164 
Private consumers' expenditure ' 4.5 + 5.9 + 5.8 T 5.8 + 4.3 124 
Public current expenditure on goods 
and services + 3.3 + 4.2 + 3.9 + 4.1 -t- 3.5 117 
Gross fixed asset formatwn 
-t- 5.2 ~- 6.7 T 7.6 + 5.6 ~- 3.1 125 
Total exports -- 12.4 --+~ 11.7 T 10.8 + 15.5 --L 13.9 163 
Gross domestic product per head of 
population 
-t- 4.9 --L 4.3 + 4.7 + 5.0 3.0 118 
Gross domestic product per person in 
employment ,- 4.4 
-t- 4.7 + 5.0 + 4.5 ~-2.8 118 
0 
0 change by value 
on preceding year 
Gross income per employee + 10.21 --t- 10.5 I + IU.61 + 12.41 ~ 17.6 161 
TABLE 2: Indicators for internal and external equilibrium 
1970 1971 1972 1973 1974 
Balance exports less imports 
in million Eur + 720 ~- 1 620 + I 692 i- I 440 ~ 3 151 
as percentage of GDP ·t- 0.5 -- 1.0 
' 
0.9 + 0.7 - 1.3 
Unemployment rate 1.7 2.1 2.3 2.1 2.3 
Price-index of pnvate consumers' expenditure 
( 0 0 change on preceding year) + 5.3 + 5.7 + 5.9 + 7.1 -t- 13.6 
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TABLE 3: Foreign trade (at current prices) 
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TABLE 4: Selected monthly indicators 
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NOTES TO GRAPHS AND TABLES 
Source: Statistical Office of the European Communities (except as otherwise indicated). 
Conversion mto Eur account (1 Eur = 0.888671 g of fine gold). 
- For the intra community trade the new Community countnes have not yet been taken into account, except for 
1973 in table 3. 
Graph 1 
Exports fob: series adjusted for seasonal variations; three-month moYing averages. 
Graph 2 
Industrial production: excluding construction, food, beverages and tobacco; adjusted for seasonal variations. 
Graph 3 
Labour market; series adjusted for seasonal variations; three-month moving averages; position at end of month. 
Graph 4 
Imports cif: series adjusted for seasonal variations; three-month moving averages. 
Graph 5 
~'ages and consumer prices; index of hourly wage rates, all activities, all regions; national index of consumer 
prices (295 Items). 
,\"ole on representation of gains in purchasmg power. The moving average centred on month j of the monthlv 
rates of change for the months (j- 1 ), J, (J + I) 1s approximately equal to one third of the change between the 
months (j-2) and (j + 1). For example, in May 1974 and at annual rates, the moving average gives a rate of In-
crease in prices of 16.7° 0 compared with 16.9° 0 for the change between March and June. Thus to show the 
gains 1n purchasing power graphically, the curve for prices must be put forward one month. 
Graph 6 
Balance of trade: difference in terms of value between imports and exports, seasonally adjusted. 
Graph 7 
Bank lending; source: Conseil National du Credit; short-term loans (up to 2 years) from monetary institutions to 
business and private customers; position at end of month. 
T,d,fe 1 
GDP .lt market pnces. 
Industrial productiOn: nlue .tdded by industry. 
Total exports and imports: goods, services and factor income. 
Gross income per employee: mcome from paid employment (including employers' share of social Insurance 
contributions). 
Table 2 
Balance exports less imports; as defined for the natiOnal accounts. 
l. nemployment rate: number of unemployed (persons available for and seeking employment, estimated on the 
h.tsis of the number of job applicants, m the light of the latest p< >pulation census) as percentage of the total domestic 
l.tbour force. 
Consumer prices: price index of private consumption adjusted by the GDP deflator, computed from the natiOn:tl 
.tccounts. 
Table 3 
Exports fob, imports cif; the products have been grouped on the bas1s of the Statistical and Tariff Classification 
for International Trade (CST): food, beverages and tobacco (Groups 0 and 1 CST), raw matenals, fuel and power 
(Groups 2-4 CST), semi-finished and fimshed industrial goods (Groups 5-9 CST). 
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France 
Ta/Jie 4 
1 ndustnal production, excluding construction, food, beverages and tobacco: adjusted for seasonal variations. 
~umber of persons seeking employment: pos1t10n at end of month, adjusted for seasonal variations. 
Construction: number of dwellings authorized. Position at end of quarter. 
Pn,·ate consumer's expenditure: turnovers by value, adjusted for seasonal variations. Source: Centre d'observ<\-
tion economique de Ia Chambre de Commerce de Paris. 
Consumer prices: national index of 295 Items since JanuarY 1971. 
Imports cif, exports fob, adjusted for seasonal vari.Hiom. 
Balance of trade: difference between values of imports and exports, seasonally adjusted. 
Gross resen·es of convertible currenc\·. 
:1\Ioney supply: fiduciary Circulation (total notes and coin in Circulation, excluding notes and coin held by the 
Banque de France) plus s1ght deposits (deposits made with the Banque de France by private persons or enter-
prises, deposits with the Post Office g1ro or w1th public accountants, plus s1ght deposits relating to the activities 
of certain financing institutions in metropolitan France. Position at end of month, adjusted for seasonal variatiOns. 
Source: Banque de France. 
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D. Ireland 
The economy has continued to be characterized in the past few months by a 
persistent slowdown in demand and production which has been reflected in successive 
increases in unemployment. At the same time the rise in prices has accelerated and 
the deficit on the current balance is still substantial. 
These trends seem unlikely to be modified appreciably in the course of the coming 
months and the overall level of activity will, no doubt, be weak, particularly when 
account is taken of the less favourable outlook for external demand. Inflationary 
tendencies should also remain marked. 
I ___ _ 
------------ -----------·--
1. Recent developments 
Economic activity has vemarined weak over the 
pasrt few months and ha's been accompanied by 
a persistent increase in unemployment. Inflation , 
which is :a\1ready rhe highest among Community 
countries , has accelerated. The current balance 
has made some progress since the end of 197 4. 
The growth of external demand has slowed 
down ,a J,ittle since December. ThUiS, exports 
which ha·s risen in value by 8. 3 % in the period 
Exports Mio Eur 
sao~~~~~~~~~~~~~~~~~~, 
CD 
IR 
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September-December, on a seasonaJ:ly adjusted 
basis, only rose by 5.6 % in uhe first four months 
of 197 5. When account is taken of the rise in 
export prices, this development however masks 
a slight decline in volume. On one hand sales of 
industrial products have been hit by the s·low· 
down in demand on principal markets, particu-
larly in the capital goods sector (and in parti-
cular the ·mechanical and electrica·l indus tries ) _ 
On the other, the value of sales of agricultural 
products has not been as substanti~l'l as expected . 
The favourable effects of the la-rge rise in prices 
emerging from the new agreements within the 
Community and the growth of capacity in the 
beef sector have in part been cancelled out b'y 
a moderation in the VOilume of produce available 
for export after the very high levels of sales in 
the l1ast quarter of 197 4 and the eady months 
of 1975. 
Despite some signs of improvement, internal 
demand has -i:n total remained very sluggi,sh. The 
slowdown in wor.ld demand, the unfavourable 
financial position of 6irms ·and the uncer.tain 
conjunctura1l outilook have put a brake on ·the 
propensity to invest. On the bas·is of the pavti:al 
indi·cator.s available, private rsector investment, 
with t:he exception of foreign inflows, has de-
clined substantially. Despi,te the support mea-
sures taken at the beginning of the year the 
construction ~sector ha·s remained stagnant. The 
number of housing ·snarbs ha's diminished over 
rhe past few months. The only mor·e dynamic 
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element has been in the area of local authovity 
housing. Because of the restrictive nature of the 
budget in so tar as capital expend~ture is con-
cerned, public investment in the majority of 
sectors has only progressed sJowly in value 
which reHects a reduction in volume. 
vhe depressed trend of private consumption 
which was a feature of the last quarter of 197 4 
continued into the early months of 1975, re-
flecting the fall in real disposable income as in-
flation eroded aggregate incomes whose growth 
had been affecred by l"ising unemployment and 
the fall in personal incomes. Another factor in 
the low level of consumption was the high Jevcl 
of ·savings. Retail sales in the first two months 
of 1975 rose by 15.8% in value on a year-to-
year basis which, when account is taken of rising 
prices, meant a faill of 7% in volume. New car 
registrations decreased on ,a year-to-yea'! basis by 
6.4 Vc in the period January-ApriL Given the 
large rise in wages and salal'ies public consump-
tion has increased rapidly. 
In the absence of available 'Statistics and based 
on the results of .the business survey carried out 
among managements, it seems that industrial 
production continued to slow down up to Feb-
ruary before stabilizing at this level. Those 
sectors most affected by the slowdown have 
% Industrial production Quarterly rates of variation 
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been .those of non-durable consumer goods, in 
particular in the ,areas of teXJtiJles and clothing 
and footwear. On the other hand, some improve-
ment has been observed in intermediate goods. 
Agl"icultural production is likely to have been 
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slightly better on account of the fall already 
recorded in catcle stocks in the second hall£ of 
1974 and of the rise in Community prices. 
Tourism has experienced some further drop in 
the number of visitors ,at the beginning of tl:ie 
year ( -4% £or }anuary to &pri:l) despite a 
sharp increase observed from partne·r countries 
with the eX1Ception of the United ~ingdom. 
The employment situation has continued to dis-
improve up to the spring. The number of those 
unemployed, which does not include scl:iool 
leavers or married women not eligible for un-
employment payments, seasonally corrected, rose 
to 102 000 in April, which represents 97t of 
the labour force and is the highest level record-
ed ,for thirty years. The construction and textille 
sectors have been particu1arily hit. The reduction 
Labour market (thousands) 
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in the number of short-time workers can be 
explained by thdr movement into ful~ unem-
ployment. 
Notably because of the effect of the !increase in 
indirect taxes on certain consumer products, ,rhe 
rise in prices has accelerated in recent montns. 
The consumer .price index, which on a quarter-
to-quarter basis had risen by 4.6% in the fourtJh 
quarter of 197 4, increased by 8% in the first 
quwter of 197 5 and by 6 Y2 % ,in the >second 
qual."ter bringing it at mid-May to a figure 25% 
above that of the corresponding period of 1974. 
Because of the persistent slowdown in economic 
activity and a return to a more normal level of 
stocks, the growrh in imports has faJJen. In the 
Hrst four months of ~the year their vru.ue, adjust-
% Wages and consumer prices Quarterly rates ofvariationo1 
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ed for seasonality, on1ly rose by 2. 3 7( on the 
period September-December 197 4. 
Because of this the trade defici.t has decreased 
in the past few months (from January to AprH 
it was £123 million as against £133 miJ1ion in 
Balance of trade 
Imports Mio Eur 
~~~~~~~~~~~~~~~~~~~~ 
® 
IR 
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the period September-December 1974). The cur-
rent account is also likely to have improved 
moderately; the deficit being a good deal less 
than last year. Since December t:he off[oial re-
serves have fallen sHghtly and in April were £23 
below rhe figure recorded at the end of 1974. 
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On a trade weighted basis the exchange rate of 
the pound has deteriorated during the past few 
weeks . 
Monetary policy remains reasonably neUJtral. The 
increase in rhe money supply s:lowed down and 
in Apr.il was 17.7 % ·above nhe corresponding 
figure for 197 4. 1 The growth •rate of bank lend-
ing to the private ·sector has a:1so fallen over 
recent months ( + 8.5 % in April on a year-no-
year basis ) . 
' as aga~nst 20.2% in December. 
Bank lending 
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Demand for and supp!J of goods and services 
1972 1 
At 
current 
prices 
(In£ 
million) 
Exports3 774.9 
Gross fixed asset formation 465.2 
Public current expenditure on goods and 
services 335.8 
Private consumers' expenditure 1 484.6 
Gross domestlc product 2 213.2 
Imports3 894.1 
1 Nat1onal mcome .md expenditure 1973 C.S.O. 
2 Estimates. 
3 Goods and services. 
2. Outlook 
The ouvlook for the coming months is not such 
rha·t an appredable recovery of the conjunotural 
situation can be awaited. The probable but not 
yet certain, strengthening of internal demand 
and in particular of consumer expenditure wiU 
be compensated for by a more mode11ate •treria 
in external demand. Not untiJl the end of tJhe 
year and possibly even into 1976, and to such 
an extent as the requirements of major pal'tner 
countries pickup, will any progressive improve-
ment take place. Thus, in total the l'ate of 
growth of gross domestic product is on'ly Jiketly 
to be rs11ighuly above zero for 1975 as a whole. 
Exports will only grow slowly. The value of 
sales of industrial goods should be affected by 
the retarded effeot of tthe weakness of world 
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1973 1 19742 1975 2 
% change on preceding year 
Volume Value Volume Value Volume Value 
; 
9.11 ; 31.2 i 0.9 23.3 - 21~ 22 
15.1 ,_ 27.0 -- 3.4 + 21.3 4 t 1412 
4.4 20.0 T 6.4 - 25.6 : I : 3612 
7.7 19.6 - 2.3 I 14.6 I i 26 
5.4 19.9 j (1.4 -+- H.5 0 311 
17.6 
' 
35.1 -- 3.7 I 41.9 - 41~ ; Ill~ 
demand as well as by the less rapid increase of 
imports into the United Kingdom. Exports of 
agricultuml products could benefit on the other 
hand from •the increase in p·rices decided on 
within the Community. In total, the volume of 
total exports in 1975 is likely to deol.ane. 
Internal demand should be •somewhat more 
dynamic. The propensity to rinvest wiJl no doubt 
remain weak, both in the public and private 
sectors. However, ronstruotrion activity should 
regi'ster some recovery •as a resu[rt of a greater 
supply of credit from the buiJlding societies. 
Consumer expenditure •shotrl.d however pick up. 
A cel'tain number of factors wilJ contl'ibute to-
waros boosting personal incomes: the sarlary in-
crease of 10% between January and March ac-
col'ding •to the sector concerned,. for cost of 
liVing riseS ID 19 7 4, I the progressiVe imple-
mentation of the new pay agreement which 
provtides for large increases in wages and sala-
ries, the increase in ·socia:l welfare transfers and 
uhe dse in agrictdtural incomes. In total the 
effect on private consumption shouJ.d be positive, 
despite the employment situation and the high 
savings rat<io. Public authority current expendi-
ture shouild also continue to grow rapidly. 
The Central Government Budget 
1974 1975 
Initial Budget e) Outturn Initial Budget c) 
0, 0· 
£M () 3 £M £M 0 3 
change change 
Expenditure1 1 211 + 25.1 1 235 1 561 + 28.9 
of which: 
- current expenditure 941 + 22.7 957 1 251 + 32.9 
- capital expendlture2 270 + 34.5 278 310 + 14.8 
Revenue 899 + 18.5 899 1 129 + 25.6 
of which: 
- direct taxes 295 + 22.9 293 390 + 32.2 
- indirect taxes 466 + 12.3 461 581 + 24.7 
Net borrowing requirement1 - 312 + 49.1 - 336 - 432 + 38.5 
1 Disregarding debt extmction. 
2 lncludmg participations, advances and loans. 
3 On the preceding year's initial budget. For 1973 only outturn figures are available. 
c Estimates. 
Note: 
The figures in this table are based on national budgets and are recalculated on the basis of Community definitions. 
Thi1s sLightly more favourable outlook ·for in-
ternal demand ·shoUld make itself fdt gradually 
on the leve!l of production which could recover 
moderately. This revival wiU not however be 
felt equally by all 'sectors but should benefit 
fwstly those home indust:ries producing con-
sumer goods which up to now have been parri-
cu1arly affected by :tJhe slowdown rin activ•ity. 
~he other more speci,aJHzed firms, particu~ady in 
areas of high technology, wiU contilfiue to su£fer 
' The 1974 Nation:a'l Pay Agreement .provided for fuhl 
compens·atioo of cost of living increases in 1974 above 
a ceiJing of 10%. 
from the effects o.f the flat .international con-
junctuval position. 
Employment is unlikely to ~mprove before the 
end of the year. The unemployment rare wilil 
remain very high, given the arrival! of school 
leavers on the ailready depressed J,abour market, 
the progressive reduction of the agrkulrtural 
work force and reduced emigration. 
'Uhere does not appear to be much hope for any 
substan:tial sJowdown in the rate of inflation. 
Indeed the increase in food pvices and the al-
ready strong pressure of internal costs wiJI be 
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fUJother £actors pushing up prices appreciably 
and these are unlikely to be cancel!led out entire-
ly by the moderation expected in import prices. 
Imports are likely to experience some recovery 
towards the end of the year as a result of the 
strenguhening of the demand for consumer 
goods. However, the terms of ttade .should im-
prove markedly. Thus, the trade deficit will fall. 
As the services account should make some pro-
gress, the defidt on the balance of payment will 
be a good deal below that ~recorded in 1974. 
As the pressure on prices and costs will remain 
subs'tantial the margin avarla!hle to the author-
ities to stimulate the economy and improve the 
emp'loyment position will remain narrow. In this 
respect the effects of the recent wage negotia-
tions will make it more diffkult to achieve pro-
gress on the employment front. The new Nat-
ional Pay agreement, particularly in so far as it 
implies substantial increases in government cur-
rent expenditure, uses up resources which could 
be more appropriately used for creating em-
ployment and increasing the productive capacity 
of the economy by capital expenditure. Without 
substantial progres·s towards the limitation of 
cost increases the solution proposed of exchange 
rate adjustment could only be appHed at the 
expense of a further aggravation of the employ-
ment position in traditional industries. 
Major economic policy measures 
October 1974: 
The Minister for Industry and Commerce sanc-
tioned certain price increases for dairy products. 
- The Minister for Finance announced that a 
loan of about £71f2 million denominated in Kuw-
aiti dinars is to be raised to help finance the 
public capital programme. 
- The Minister for Finance issued a National 
Loan with a redemption yield of 12.56%. The 
loan is for a period of five years with the right 
of conversion into a sixteen year stock with a 
guaranteed mzntmum redemption yield 
( 13.39'lc). The amount of private subscriptions 
to the stock was £18 million. 
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November: 
- The Minister for Finance announced that he 
had arranged with a consortium of banks led by 
the Algemene Bank Nederland N.V., S.C. War-
burg & Co. Ltd. and the Kredietbank S.A. 
Luxembourgeoise a loan of up to 50 million 
guilders (approximately £8.3 million) for five 
years at 101,4 7c to help finance the Govern-
ment's capital programme. 
- The Electricity Supply Board announced 
that it had arranged a £17.24 million seven year 
loan with a group of banks led by Morgan 
Guaranty Trust Company of New York to aid 
the financing of its development programme. 
- A Government White Paper on the economy 
entitled 'A National Partnership' called for co-
operation between the different groups in the 
economy to deal with the economic crisis. 
- The Minister for Finance announced that 
the Government is to raise $25 million ( approx-
imately £11 million) on the US Bond market. 
December: 
- The Government announced a substantial in-
crease in the excise duty on petrol which is 
estimated to produce an increased Exchequer 
revenue of £27 million. 
January 1975: 
- The Minister for Local Government intro-
duced a price index for new houses. For new 
houses ordered under contracts containing price 
variation clauses builders will not be permitted 
to impose extra charges to cover profits. If they 
do, the houses will be disqualified from State 
grants. 
- The Minister for Industry and Commerce 
made an order fixing the maximum price of 
petrol. The order permits an increase of 10.3% 
in retail prices. 
- The Irish Government Budget presented by 
the Minister for Finance implies a current deficit 
of £125 million. The major features of the cur-
rent budget were: 
- an increase in personal allowances for in-
come tax of 157('; 
measures to improve corporate liquidity by 
excluding the rise in values of stocks due to 
inflation from tax liability; 
increased depreciation allowances; 
social welfare increases of over 20%; 
increases in public sector salaries to account 
for inflation in 19 7 5; 
increased expenditure and reliefs on indus-
trial training (£1 million), agriculture (£2.3 
million), horticulture ( £0.3 million); 
increased excise duties on beer, tobacco, 
spirits, wine and table waters to produce an 
increase in revenue of £32 million; 
increased betting and stamp duties, as well 
as VAT Anti Avoidance and other measures 
to produce £4.2 million; 
introduction of new capital taxes ( £3 mil-
lion). 
The Government Capital Budget for 197 5 
provides for an increased expenditure of 197c 
on a year-to-year basis: capital investment and 
loans to industry are to rise by 41% and housing 
investment by 30%. 
February: 
- The Irish Banks' Standing Committee an-
nounced a reduction in lending and deposit rates. 
- The Minister for Industry and Commerce ap-
proved certain increases in prices recommended 
by the National Prices Commission. 
- The Council of Ministers of the EEC agreed 
on a farm price package which included a pro-
vision for the devaluation of the Irish green 
pound by 6.257c and increases in agricultural 
prices. 
- The Government announced that a further 
£7 million is to be provided to finance local 
authority housing. 
March: 
- The Central Bank indicated in a statement 
on monetary policy that it would be pursuing a 
mildly expansionary policy in the current year. 
The banks may increase their lending by 24% 
and credit restrzctzon on the personal and fin-
ancial sectors have been eased. The ban on 
increased lending for speculative projects will 
be maintained and no relaxations are proposed 
on the restriction on capital inflows. 
- The employer-Labour Conference produced 
proposals for a new National Pay Agreement. 
They provide for increases of from 21%% to 
29% to be implemented in four stages, the 
exact percentage being determinated by cost of 
living developments up to November 1975. 
- The Capital Acquisition's Tax Bill providing 
for taxation on gifts and inheritances to replace 
estate duty was published. Tax in each case is 
on a sliding scale, with the highest rate of tax 
set at 60%. Threshold limits vary from £5 000 
where there is no close relationship between 
the parties involved to £150 000 for spouses 
and children. 
April: 
- Increases in social welfare insurance contri-
bution rates came into effect. 
- The draft National Pay Agreement was ac-
cepted by both employers and trade unions. 
- The Irish Banks' Standing Committee an-
nounced a further reduction in lending and 
deposit rates. 
- The Minister for Industry and Commerce 
announced the terms for offshore oil licensing. 
They include provisions for State participation 
in commercial finds. 
May: 
- The Government invited representatives of 
farmers, trade unions and employers to join 
Ministers in a working party, to suggest short-
term-economic policy measures, under the 
Chairmanship of the Minister for Finance. 
- A Bill published by the Government extend-
ed the period for which pay related benefit /or 
unemployment and disability will be paid from 
six to nine months. 
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Ireland 
TABLE 1: Key indicators 
1970 1971 1972 1973 1974 1974 
0 
0 change by Yolume 1970~ ]()(I 
on preceding year 
Gross domestiC product + 3.1 -'- 3.2 + 5.3 + 5.1 
' 
0.4 114.6 
Industrial productiOn + 4.3 + 3.6 + 4.3 -:- 10.0 --,- 2.8 122.3 
Total imports + 2.5 -L 4.0 + 6.1 + 17.6 - 3.7 124.9 
' 
Priyate consumers' expenditure + 2.5 ·-- 3.3 -- 5.6 + 7.7 - 2.3 114.8 
Public current expenditure on goods 
8.3 and sernces -+- 6.2 + + 8.5 - 4.4 + 6.4 130.5 
Gross fixed asset formatiOn ~-- 0.7 -1- 5.4 -+- 3.3 -L 14.0 - 3.4 120.0 
' 
Total exports "+ 4.6 -;- 3.9 --,- 3.4 -t- 9.0 + 0.9 118.0 
Gross domestic product per head of 
population + 2.3 -L 2.0 + 4.0 + 3.9 - 0.8 109.3 
Gross domestic product per person in 
3.0 employment + 4.4 -j- ~-- 6.1 + 4.5 - 0.2 114.1 
n u change by yalue 
on precedmg year 
Gross income per employee 
-t- 16.0 I + 16.21 + 14.51 + 19.0 I -- 20.2 190.5 
TABLE 2: Indicators for internal and external equilibrium 
1970 1971 1972 1973 1974 
Balance exports less imports 
in million Eur - 311.0 - 323.5 - 272.8 - 373.8 - 861.4 
as percentage of GDP - 7.9 - 7.2 - 5.4 - "7.2 - 16.0 
Unemployment rate 7.2 7,2 8.1 7.1 7.9 
prices to private consumers 
("~, change on preceding year) -- 8.4 r 9.0 + 8.6 11.0 --- 17.3 
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TABLE 3: Foreign trade (at current prices) 
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NOTES TO GRAPHS AND TABLES 
Source: Statistical Office of the European Communities (except as otherwise indicated). 
Graph 1 
Exports fob: seasonally adjusted; three-month moving averages. 
Graph 2 
Ireland 
Industrial production: C.S.O. (Central Statics Office); Mining and manufactunng industry; quarter to quarter 
change in smoothed series (three-quarter moving averages); seasonally adjusted. 
Graph 3 
Unemployment: number of registered unemployed; seasonally adjusted; three-month movmg. 
Graph 4 
Imports cif: seasonally adjusted; three-month moving averages. 
Graph 5 
Balance of trade: difference of value between exports and imports, seasonally adjusted. 
Graph 6 
Wages and consumer prices: C.S.O.; quarter to quarter change in smoothed series of hourly earnings in manu-
facturing industry and consumer price index (three-quarter moving averages) not seasonally adjusted. 
Graph 7 
Bank lending: CB; Credits to private sector (commercial banks); not seasonally adjusted. 
Table 1 
GDP at market pnces: NIEA (National income and expenditure accounts) 1973. 
Industrial production: ESRI; Volume of production; mining and manufacturing industry. 
Total exports and imports: goods and services; NIEA. 
Gross income per emplo,-ee: C.S.O., earnings and employment in total transportable goods industries. 
Table 2 
Balance exports less imports: as defined for the national accounts; NIEA. 
Unemployment rate: C.S.O.; Percentage of insured persons registered as unemployed. 
Price index: Consumer expenditure deflator; NIEA. 
Table 3 
Data from 1970 and 1971 from "External Trade Statistics 1971"; 1972 to 1974 from "Trade Statistics of Ireland". 
The products have been grouped according to the SITC sections 0-1, 2-4 and S-9. Re-exports are not included 
10 the breakdown by category. Figures for Shannon Free Auport are not included for 1 Y63 and 10 the exports to 
and imports from Denmark, SITC category 9 for 1963 is not dlfectly comparable with figures for later years. 
Table 4 
Industrial production: C.S.O.; J\Iming and manufacturing industry; seasonally adjusted. 
Unemployment: Number of registered unemployed; seasonally adjusted. 
Construction: Total of dwel!tngs begun or authorized; seasonally adjusted. 
Private consumers' expenditure: Retail Sales Index; seasonally adjusted. 
Consumer prices: C.S.O.; Consumer price index; not seasonally adjusted. 
Vistble trade: Imports cif, exports fob; seasonally adjusted. 
Balance of trade: Difference between values of imports and exports; seasonally adjusted. 
Official Foreign Exchange Reserves: Offictal External Reserves, Monetary Authorities' reserves of convertible 
currency, holdings of special drawing rights and reserve position in the IMF, not seasonally adjusted. 
Money Supply: Currency and current accounts, not seasonally adjusted. 
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E. Italy 
After a recessionary phase of over six months, the economic trend became distinctly 
firmer again in the early months of 19 7 5. Further progress was also made in 
restoring internal and external equilibrium. 
Even assuming an economic revival in the second half of the year, however, the real 
gross domestic product must be expected to fall in absolute terms between 19 7 4 and 
1975, mainly owing to a sharp drop in investment. The level of employment is also 
likely to decline between the two years. Consumer prices may rise somewhat more 
slowly than as between 1973 and 1974. The balance of payments deficit on current 
account will no doubt narrow very considerably. 
J 
1. Recent developments 
Although fin::~l demand was generaUy 'Still slack 
in January-February, the trend of economic ac-
tiv[ty in the early months of 1975 was firmer 
again after the marked decline in the ,second half 
of 197 4. This was mainly due co two factors: 
fi["stly, stockbuilding ceased 'to shrink, foHowing 
a fairly long period of dedine; and secondly 
there was a propensity to ,s,at·i:sfy a 11arger pro-
portion of demand out of domestic production. 
The conditions determining e~ternal and in-
ternal equilibrium improved tuflther. 
According to the ISCO seasonally adjusted fig-
ures, in the first quarter the value of visible 
exports was 8Yz 7c down on the fourth qu:a·rter 
of 1974. In terms of volume the fallil wa'S even 
sharper. It was particu1arly marked in the case 
of ·consumer goods ·and producer goods. Com-
pared with the same pef!iod last year, however, 
the value of visible ·e~pof!t·s was 28 7< up; the 
t.rend of merchandise deliveries to oil-producing 
and State-trading countries was particulanly 
buoyant. 
On ·the domestic demand side, the mostly quali-
tative ~indirntors avaiLable so far suggest .that the 
Exports Mio Eur 
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sharp deoHne in fixed investment continued, at 
lea,st in terms of vOJlume. This ·i:s certainly true 
in the case of capital expenditure on plant and 
machinery and probabJy a1so for building invest-
ment. StockbuHding on the other hand may have 
been firmer than towards the end of last year. 
Fa11owing a peDiod of pronounced consumer re-
ticence, private consumers) expenditure i1s -likely 
to have increased again. Di,sposable incomes 
have ri,sen appreciabJy as a result of subs·tanti'aJ 
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wage increases and an upward adjustment m 
family allowances and minimum pensions. 
Af.ter ~declining shavpJy in the second half of 
1974, industrial production stead~ed in the £irst 
quarter. The underlying rate of production of 
vehicles, chemicals and machinery rose distinctly, 
while that of metal producing industflies declines. 
Even 'SO the unadjusted index was sti'hl 12.2<ft 
down on a year earlie-r . 
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sharper. Compared W·Lth ~ the first quafiter of 
1974, the fall in the value of imports was 4Y~ . 
According to the !STAT quarterly sampl'e sur-
veys, there was only a moderate ~inorease in the 
number of whoHy unemployed on .the labour 
market (in January 0.5 '/r up on a year earlier) 
while ,the number of workers on short ·time grew 
very rapidly (up 39 '; I ) . The unemployment 
rate 1 was only 3 .1 <;~ , but allowing for shoDt-
·tJirne working it was probably ·some one and a 
half times as high. Unemployment was above 
average in rhe north of Italy and among young 
people. A point tu note is that at the same time 
the seasonaHy adj·usted number of persons em-
ployed rose appreciably (up 1 '/r ) between Oct-
ober 1974 and January 1975, especially in 
industry. 
Labour market (thousands) 
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In the first quarter imports fell very appreciably. 
Seasonal1ly -adjusted, the value of visib:le imports 
for this period was no less than 17¥2 (/r down 
on -the fourth quafiter of last year. At constant 
Mio Eur Imports 
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prices 1the drop, which affected all the major 
groups of merchandis·e, was no doubt even 
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Leaving aside ce·nain special factors, such as an 
increase in indirect taxes products , on tobacco, 
pecu:liari ties in •recording the pDice of services 
and higher ·telephone :charges, which pushed up 
the officia-l consumer price indices in }anua,ry , 
February and April , statistics indicate a further 
steadying of prices in the early months of the 
year. Wholesale prices remained unchanged in 
}anuary and increased by only 0.27r in February, 
again 0. 2 (;; ~n March and 0. 3 '/c in April. The 
increase in consumer prices was 1.3 % in Jan-
uary and 1.5 % in February; in March it was 
1 The number of unemployed as a propoNion of the 
labour force . Source: !STAT. 
Italy 
BUSINESSMEN'S VIEWS ON THE INDUSTRIAL SITUATION 
Order-books A Stocks of finished products 8 
% % 
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Trend in production c Trend in sellin~ prices D 
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Answers to the questions in the EEC business survey, carried out in Italy by ISCO-Mondo Economico. 
GRAPHS A, B, C and D: The three zones (grey, white and black) show the percentages of the three different 
answers. 
The black curves, the scale for which is given between the graphs, show the figures obtained by adding together 
the percentages weighted as follows : 
by 0.03 for the answer "above normal", or "up"; 
by 0.02 for the answer "normal", or "no change"; 
by 0.01 for the answer "below normal", or "down". 
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only 0.1 ~/; as a result of lower electvidty 
charges, and in April 1.3 r/ ; . In Apri'l wholesa1e 
prices were 10.6 1/, up on a year earlier and 
consumer prices were 20.4 ' ., up. 
Three month moving 
% Wages and consumer prices averager~t~ t~; v~~~:i~~ 
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The early months of 1975 saw a fur,ther impro-
vement in the balance of payments . 1 In }anuary-
February the deficit was down to Litt. 173 000 
mHlion (compared with Lit. 68.3 000 mi'll:ion a 
year ago), in March there was a Lit. 66 000 mill-
lion su1"plus, despite repayment of a $100 mil-
lion loan. Service transactions and especially 
visible trade all contributed to the improvement 
in the balance of payments. Non-oil trade was 
agajin in surplus; in addition the oil trade deficit 
narrowed, after being inf1ated in the second half 
of 197 4 by speculative factors. The fall in offi-
cial gold and .foreign exchange reserves (net ) 
between December 1974 and March 1975 was 
low at Li,t. 193 000 miHion. Since the end of 
February the weighted average exchange ·ratte of 
the lir:a has improved almost continuously; the 
depreoia,tion from the level on 9 February 1973 
1973 1974 1975 ' Balance of current and capital transactions. 
Balance of trade Mio Eur 
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was 21.83'/r on 28 February 197 5 and 20 .66 1/r 
on 4 June 1975. 
For the first time tin a fairly long period the 
monetary base has been tending to expand dis-
tinctly since the end of las( year. This reflected 
both ,the improvement in the balance of pay-
ments and the heavy Treasury deficit and also 
the release of funds from the Banca d 'I tali a ac-
count in which loans raised abroad ·in recent 
years by various state-controlled banks and enter-
prises were partial.ly frozen. The expansion of 
the monetary base and 1the _public 's increasing 
interest in 1ong~term securities led to a further 
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drop in the level of interest rates, eSipedally 
short-term interest rates. The £aill in long~term 
intereSit rates was limi<ted by the Banca d'J,nall.ia's 
open market operations. The gap between sh01't-
and long ... term •interest rates therefore narrowed 
distinct1ly. In April the average yield on bonds 
was 10.7 %, compared with 12.49% last Dec-
ember. The corresponding interest rates for 
interbank balances were 11.4% and 1 7 .52% 
respectively. Overa!ll, the demand for credit was 
stiU weak in the early months of 1975. 
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Demand for and supp(y of goods and services 
1972 1 1973 1 19741 1975 2 
At 
current % change on preceding year 
prices 
(in Lit. 
'000 
million) Volume Value Volume Value Volume Value 
Exports3 12 712 + 5.4 + 19.8 + 10.8 + 51.8 + Y2 + 20Y2 
Gross fixed asset formation 13 540 + 8.2 + 25.3 + 4.2 + 34.1 - 10Y2 + 6Y2 
Public current expenditure on goods and 
services 10 060 + 2.7 + 14.6 + 1.9 + 18.1 + 1 + 16 
Private consumers' expenditure 45 233 + 5.6 + 17.8 + 2.3 + 22.3 - Y2 + 17Y2 
Gross domestic product 69 026 + 6.3 + 17.1 + 3.4 + 20.6 - 1Y2 + 18Y2 
Imports3 12 979 + 10.2 + 38.5 + 2.3 + 61.5 - 7 + 3 
1 Relazione generale sulla s1tuazione economica del Paese (1974). 
2 Estimates by Commission departments. 
3 Goods and services. 
Note: 
The defimtions used are those of the ESA (European System of Integrated Economic Accounts). They d1verge 
from those used hitherto p.trtlcul.trl\' m respt:ct of the aggreg.tte' 't:~port,", 'unp11rts', and 'prtYate consumers' 
expenditure' Tht> '' the m.1in rc.t'"n wh1 the figures for Jlr'~ .1nd 1973 ;Ire not consistent with those given in 
Quarterly Survey 4j1974. 
~------ --- - ~~-----~---
2. Outlook 
The economic ouvlook to the end of the year 
and for the eavly months of 1976, •as oudined 
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below, is essentiaUy based on the a'Ssumption 
that the second half of the year will ·see a defi-
nite revival in world economic act•ivity, and that 
vhe negotiations due to be held during <uhe 
period on the renewal of principal wage agree-
ments will not this time be accompanied by 
major 'losses in production. It has further been 
assumed that the Italian authorities will main-
tain the more relaxed course of sho11t-term eco-
nomic policy on which they embarked towards 
the end of Last year, encouraged by the progress 
made towards an improved equilibrium. 
An appreciable expansion in exports is likely. 
This is suggested not only by the assumed re-
cov,ery in world economic activity, but also by 
the favourable volume effects-which, as has 
been seen in the past, show up only after a con-
siderable time lag-of the de facto devaluation 
of the lira since February 197 3, by the stronger 
export drive which firms are expected to mount 
in view of the continuing slackness of business 
at home, and notably by an economic policy 
which encourages expoNs. 
Investment is likely to remain decidedly slug-
gish, especially in the first half of the year. It is 
true that the above-mentioned export outlook, 
the cost induced pressure to rationalize, the need 
to invest in the conversion of plant and machi-
nery following the oil crisis, and the more ex-
pansionary monetary and credit policy are all 
factors tending to boost the propensity of in-
dustry to invest. Major projects are also being 
prepared in the public investment sector. h is 
nevertheless fair to assume that the restraining 
factors will still predominate initially, especially 
the low utilization of production capacities, the 
slackness in consumption and certain psycho-
logical inhibitions. Stockbuilding, by contrast, is 
likely to provide a certain amount of stimulus 
as the year goes on. 
Private consumers' expenditure will probably 
still be quite weak for a while, despite the in-
The Central Govern111ent Budget 
Expend1ture1 
of which: 
- current expenditure 
- capital expenditur~ 
Revenue3 
of which: 
- direct taxes 
-- indirect taxes 
Borrowmg requirement 
1 Disregarding debt extinction. 
2 Including participations, advances and loans. 
3 Excluding loan proceeds. 
4 On the level of the preceding year. 
Note: 
1974 
Original Budget 
Lit. 0 
'000,000 'o 4 
million changes 
23.7 + 13.7 
19.5 + 18.3 
4.2 - 3.6 
17.0 + 10.1 
4.3 + 5.8 
11.8 + 12.1 
- 6.7 -
1975 
Revised Original Budget Budget 
Lit. Lit. o;,, 
'000,000 '000,000 4 
million million changes 
23.9 28.6 + 20.7 
19.6 23.3 + 19.5 
4.3 5.3 + 26.2 
17.1 22.2 + 30.6 
4.3 5.5 + 27.9 
11.8 14.9 + 26.3 
- 6.7 - 6.4 -
The figures in this table are based on national budgets and are recalculated on the basis of Community definitions. 
---- ----------------------- -----
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creases in incomes mentioned in the first section. 
For the time being, the weakness of the labour 
market and its uncertain prospects must still be 
expected to dampen the propensity to consume. 
Towards the end of the year, however, a certain 
recovery in this propensity seems quite possible. 
On the basis of these assumptions the real gross 
domestzc product and especially the volume of 
zmports will probably fall between 1974 and 
1975. At the same time the employment level 1 
is likely to remain very low, notably in the first 
half of 1975. 
During the year prices will probably tend to 
rise appreciably more slowly than a year pre-
viously. Nevertheless the increase between 1974 
and 197 5 is again likely to be very sharp, given 
the high level already reached at the beginning 
of the year. There will no doubt be a ful'ther 
sharp improvement in the balance of payments. 
The more buoyant economic situation in the 
early months of 197 5 justifies 'the hope that the 
-very real- danger of a huge and uncontrolled 
recession has largely been averted. It is now 
important to steady the course of the economy 
and then move into an upswing phase, without 
again endangering the restoration of the econ-
omy's internal and external equilibrium even in 
the longer term. Success in this task will depend 
not least on whether monetary policy manages 
to avoid an excess of liquidity, which might well 
occur with a shrinking balance of payments 
deficit, the persistence of a heavy public auth-
orities' deficit, and a permissive credit policy. 
Major economic policy measures 
December 1974: 
- On 23 December, a set of measures was 
adopted aimed at a selective easing of credit 
controls in order to stimulate activity in the 
' Number of persons employed times number of per 
capita hours worked. 
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export mdustry and in constructzon. The mam 
deciszons were as follows: 
The 15';; ceiling imposed for the twelve 
months up to 31 March 1975 on the ex-
pansion of bank lending was removed in 
respect of large enterprtses and export ope-
rattans m general. H a wever, total credzt to 
the economy must remain withzn the lzmits 
agreed wtth internatzonal orgamzatzons 
The discount rate and the rate for advances 
on securitzes were lowered from 9 ~~, to 8 '/r 
However, the maxtmum supplement charged 
on these rates zn the event of certam limits 
bezng exceeded was ratsed from 3 to 3.5 
pomts. The rate of refmancing may there-
fore be 11.5 ';< . 
The Bane a d' I talia will gzve priority zn zts 
refznancing to bank lending in connectzon 
with the export of goods. 
The monetary authoritzes authorized the 
banks to wzthdraw, zn exchange for property 
bonds, Lit. 300 000 million of their compul-
sory cash reserves and to hold part of these 
compulsory reserves in the form of bonds 
zssued by institutions that fznance public 
works. 
January 1975· 
- With effect from 1 ] anuary various amend-
ments were made in the applzcation of VAT in 
an attempt to combat tax evaszon. They include 
the abolition of exemptzons and changes zn the 
zntervals at which tax returns have to be fzled 
and VAT paid by taxpayers with an annual 
turnover of less than Lit. 120 million. In addi-
tzon, the lumpsum payment arrangements are to 
apply only to taxpayers with a turnover of less 
than Lit. 2 million (payment of a lumpsum Lit. 
20 000 per year). 
- Towards the middle of the month, the Trea-
sury issued Lit. 1 000 000 million of ordinary 
three-month bills with a lower return than in 
the past (14.13'/r against 15 32'/r for the issue 
in November 19 7 4). The aim of this measure 
and of the reduction in the cost of refinancinf!. 
decided in December is to encourage the down· 
ward trend in interest rates that has been evi-
dent for some time. 
- On 16 January, the CIP ( Intermtnisterwl 
Committee for Prices) approved restructured 
electricity charges with a more favourable gra-
duation bezng estimated at approximately Lit 
145 000 million per year. The fall in receipts 
would be offset by higher charges to domestic 
users with consumption above a certain level 
and for industrial, commercial and agricultural 
uses other than li[!,htin[!,. 
- At the same time the CIP decided to razse 
the prtce of sugar by about 5112 'A . 
- On 21 January the two sides of industry 
signed an agreement on the compensatory wage 
adjustment for short-time worktng. This will 
increase payments from the wage equalizatirm 
fund from 66.6 'A to 80'/t of the respec!ive 
gross wage- inter alia by means of an increase 
in the employers' contributions. The releva·tt 
law was adopted in the spring of 197 5 
- On 30 January a number of credzt polzcy 
measures were adopted; they may be summar-
ized as follows: 
(a) The compulsory reserve system was ratioiJ-
alized and simplified, in particular by intro.iuc-
mg a uniform reserve ratio for all banks and 
types of deposit. From the end of January t975 
this ratio, which was previously differentiated, 
is 15'1; of the change in deposit. The Minister 
for the Treasury may raise or lower the ratio bv 
five pomts. The 15'/r reserve ratio is slzghtiy 
higher than that of the last five years. As a 
general principle, the compulsory reserves must 
be lodged in cash; special rules apply for part 
of the banks' compulsory reserves. 
(b) The obligation on the commercial banks, 
which has existed since mid-1973, to invest part 
of their assets in fixed-interest securities, was 
extended for the first half of 1975, with the 
amount of additional purchases of securities to 
be determined according to other criteria than 
those prevzously applied. In the first half nf 
19 7 5 these purchases must be equivalent to 40' ·; 
of the change in total deposits recorded in the 
six-months period from December 1974 to May 
19 7 5. Under the implementing regulations issued 
by the Banca d'Italia the purchases, which are 
additional to the portfolios held as at 31 Dec-
ember 1974, largely relate to new zssues 
(c) l n order to facilitate the financing of agn-
cultural enterprzses, the following measures were 
adoped: 
Certain agricultural loans would no longer 
be subject to the 15 '!; ceiling on banks 
lending, which had been fixed for the twelve 
months to 31 March 1975. 
Government interest subsidies were in-
creased. 
Provisions were made to ensure that secur-
zties newly issued in the context outlined a/ 
(b) and amounting to between Lit. 100 000 
million and Lit. 150 000 million would be 
placed for the purpose of granting loans for 
infrastructure improvement. 
(d) Provision was made for raising the ceiling 
for export guarantees from Lit. 700 000 million 
to Lit. 1 400 000 million. In the context out-
lined at (b), institutions financing export credits 
may in future place part of the securities they 
zssue with the commercial banks. 
February: 
- On 20 February the Government adopted a 
package of budgetary policy measures designed 
to stimulate demand, in particular in the invest-
ment sector. The measures change the Central 
Government budget on an appropriations basis1 
for 197 5 and provide for additional revenue and 
expenditure amounting to some Lit. 800 oao 
million each. The revenue is to be raised by 
advance tax deductions on znvestment income 
and to a lesser extent by increasing certain kinds 
of taxes. In the area of capital expenditure 
Lit. 435 000 million were made available in 
particular for agriculture, school buzlding and 
exports. Approximately Lit. 350 000 million 
were earmarked chiefly for financing pension 
increases and an improvement in certain civil 
service salaries; this amount will therefore flow 
entirely into private consumption. At the same 
time the Government decided to increase postal 
rates in two stages, in order to reduce the T rea-
sury deficit by Lit. 200 000 million. Thus the 
rates for letters within the Community have 
1 Purely legal concept. The trend of cash Tevenue and 
In particular of cash expenditure can therefore differ 
to varying degrees from that of the budget on an appro-
priations basis. 
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been increased by 100 '/. in 19 7 5 and by 50'/; 
/rom 1 January 1976. 
- On 21 February the Government decided to 
increase telephone charges. The extra revenue, 
estimated at approximately Lit. 300 000 million, 
is to fmance additional investment. 
March. 
- On 5 March $500 million of the $2 000 
million loan granted last September by the Bun-
desbank against a gold guarantee was repaid by 
the Banca d'Italia. The term of the remainder of 
the loan was extended by six months. 
- The IMP paid out some $375 million to the 
Banca d'Italia, this amount is part of the $1 20'0 
million IMP credit granted at the beginning of 
1974. 
- On 13 March the authorities announced the 
issue of ordinary three-month Treasury bills 
amounting to Lit. 1 000 000 million. In order 
to support the tendency for interest rates to fall, 
these Treasury bills offer a lower yield than 
earlier issues ( 12.26 'j, against 14.13 'ft in Jan-
uary 1975 and 15.32') in November 1974). 
- On 14 March the Government adopted 
several draft laws zntended to stimulate resi-
dential construction. Their content may be sum-
marized as follows· 
Additional expenditure of approximately 
Lit. 3 000 000 million over three years. 
Under a law adopted in May some 
Lit. 1 000 000 million of this is to be spent 
from the summer of 1975. 
- Expenditure of Lit. 50 000 million on inte-
rest subsidies, which is intended to generate 
additional investment of approximately 
Lit. 1 000 000 million. 
Parliament also adopted this draft law in 
May. 
Encouragement of saving for home owner-
ship ('risparmio casa'), inter alia by linking 
zt to the movement in the cost of living. 
On the same day the Minister of Labour 
and the two sides of industry reached an agree-
ment which in particular provides for an im-
provement in minimum pensions and for the 
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linkzng of all pensions to the trend of the cost 
of living index and of wages and salaries. From 
1 January 1975 monthly pensions under 
Lit. 100 000 are increased by Lit. 13 000. In 
addztzon from 1 January 1976 pensioners are to 
receive a monthly cost of living supplement 
which will gradually reach 80'/; of the corres-
pondmg supplement received by wage and 
salary earners. 
- On 21 March the following monetary mea-
sures were decided on to stimulate economic 
activity: 
With effect from 24 March the 50% cash 
deposit due on certain merchandise imports 
was abolished. This is likely tot iniect liquid 
funds amounting to approximately 
1 200 000 million into the economy over the 
next six months. 
From 1 April the 12') to 15') ceiling on 
some kinds of bank loans introduced a year 
ago was abolished. The increase in total 
lending to the economy is still limited to 
Lit. 24 700 000 million for the twelve-
month period to the end of March 1976. 
The issuing procedure for ordinary Treasury 
bills was changed: in future the Banca d'Ita-
lia as well as the commercial banks will be 
allowed to participate in the sale by public 
tender of Treasury bills. This is to give the 
central bank better control over the level of 
the interest rate struck for these issues. 
Partly in an effort to support the tendency 
for interest rates to fall, the Banca d' I talia 
will, when providing banks with funds, give 
precedence to those banks which can prove 
that they have appreciably reduced their 
lending and deposit rates, and have increased 
the proportion of their loans to the export 
industry and to agriculture. 
April: 
- On 3 April a law entered into force which 
provides for a reduction in the number of public 
entities. With the exception of the regional and 
local authorities and institutions of an economic 
or religious nature, these will be officially dis-
solved if, within three years, they have not been 
declared necessary by government order. 
- On 16 April the Government and public 
service employees reached an agreement which 
by and large will extend to the public service 
the improvements achieved in February by pri-
vate sector employees in the field of family 
allowances and the unification of cost of living 
supplements. 
- On 20 April a 10'/r increase in rail charges 
was announced. These had already been increas-
ed by 30~/, in the previous year. 
- At the beginning of the month the Govern-
ment decided on a temporary 12'/r increase in 
the prices of all pharmaceutical products. This 
will remain in force until the methods of adiust-
ment at present in force for these prices have 
been examined. 
- On 7 May the Government approved several 
draft laws intended to support activity in a 
number of industries (printing, textiles, craft 
industries, small and medium-sized enterprises). 
According to press reports, the relevant mea-
sures may cost the Government over 
Lit. 200 000 million in l9 7 5. 
- On 13 May the CIP (I nterminzsterial Com-
mittee for Prices) decided to increase the prices 
of certain oil products by between 2.5 and 19 '/r 
The price of petrol remains unchanged. 
- From 28 May the cost of refinance was re-
duced: the discount rate and the rate for ad-
vances on securities were reduced from 8 to 7'/r' 
At the same time the maximum additional 
charge due when certain limits are exceeded was 
reduced from 3.5 to 3'/.. 
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Italy 
TABLE 1: Key indicators 
1970 1971 1972 1973 1974 1974 
0 
0 change by Yolume 1970 ... 10(1 on preceding year 
Gross domestiC product + 5.0 + 1.6 + 3.1 + 6.3 . .)_ 3.4 115.1 
Industnal production ·-- 6.2 - 0.4 ~ 3.6 --+- 8.1 +- 4.2 116.2 
Total 1mports i· 15.9 + 2.4 --i- 11.7 + 10.2 -t- 2.3 128.9 
Pnvate consumers' expenditure 
-t- 7.2 -t- 2.2 + 3.6 + 5.6 -:- 2.3 114.4 
Public current expenditure on goods 
and services -- 1.5 
-;- 5.4 + 5.0 + 2.7 + 1.9 115.8 
Gross fixed asset formation + 2.7 - 3.1 + 0.4 + 8.2 + 4.2 109.7 
Total exports + 6.0 + 7.2 + 11.8 + 5.4 + 10.8 139.8 
Gross domestic product per head of 
populatiOn + 5.4 + 0.9 + 2.3 -L 5.5 + 7.9 115.4 
Gross domestic product per person in 
employment + 4.5 + 1.8 -+- 4.9 -L 5.3 -L 1.2 113.8 
0 
0 change by Yalue 
on preceding year 
Gross mcome per employee + 15.1 I + 13.71 + 11.21 -t- 17.91 + 20.4 179.5 
TABLE 2: Indicators for internal and external equilibrium 
1970 1971 1972 1973 1974 
Balance exports less imports 
in millwn Eur -714 - 149 - 423 - 3 782 - 7 277 
as percentage of GDP 0.8 0.1 0.4 3.4 6.1 
Unemployment rate 3.2 3.2 3.7 3.5 2.9 
Consumer prices 
( 0 0 change on preceding year) + 5.4 -t- 5.8 + 6.4 + 11.6 + 19.6 
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Italy 
NOTES TO GRAPHS AND TABLES 
Source: Statistical Office of the European Communities (except as otherwise mdicated). 
ConversiOn into Eur (1 Eur = 0.888671 g of fine gold). 
- For the intra community trade up to and Including 1972, account was taken only for the Community of the Six. 
Graph 1 
Exports fob: series adjusted for seasonal variations; three-month moving averages. 
Graph 2 
Industrial production: from January 1973 Commission estimates because of rebasing of the unadjusted index; 
excluding construction, food, beverages and tobacco; series adjusted for seasonal variations; three-month moving 
averages. 
Graph 3 
Imports cif: series adjusted for seasonal vanations; three-month moving averages. 
Graph 4 
Labour market: number of registered unemployed; series prepared by the Ministero del Lavoro e della Previdenza 
Sociale and adjusted for seasonal variations by the Statistical Office of the European Communities; three-month 
moving averages. 
Graph 5 
Wages and consumer prices: source ISTAT. Agreed minimum wages in industry (excluding family allowances). 
Graph 6 
Balance of trade: difference in terms of value between exports and imports, seasonally adjusted. 
Graph 7 
Bank lending: source Banca d'Italia. Short-term loans to busmess and private customers; position at end of month. 
Table 1 
Source: Relazione generale sulla situazione economica del Paese (1974). 
Gross domestic product at market prices. 
Industrial production: value added by Industry. 
Total exports and imports: goods and services. 
Gross income per employee: income from paid employment (not including social insurance contributions borne 
by the State). 
Table 2 
Balance exports less imports: as defined for the national accounts. Source: "Relazione generale sulla situazione 
economica del Paese" (1974). 
Unemployment rate: number of unemployed as percentage of labour force (annual average); source IST AT. 
Price mdex: price index of private consumption adjusted bv the GDP deflator, computed from the national accounts. 
Table 3 
Exports fob, imports cif; the products have been grouped on the basis of the Statistical and Tariff Classification 
for International Trade (CST): food, beverages and tobacco (Groups 0 and 1 CST), raw materials, fuel and power 
(Groups 2-4 CST), semi-finished and finished industrial goods (Groups 5-9 CST). 
Table 4 
Industrial production, excluding construction, food, beverages and tobacco : adjusted for seasonal variations. 
Unemployed: series provided by the Ministero del Lavoro e della Previdenza Sociale, adjusted for seasonal varia-
tions by the Statistical Office of the European Communities. 
Construction: dwellings authorized in the provincial capitals and in other communes of 20 000 or more Inhabitants; 
figures adjusted for seasonal variations. 
Private consumers' expenditure: value index of department store turnovers, adjusted for seasonal vanations. 
Consumer prices: unadjusted index. 
Imports cif, exports fob, adjusted for seasonal variations. 
Balance of trade; difference between values of exports and imports, seasonally adjusted. 
Official gold and foreign exchange reserves position at end of month. 
Gold assets assimilated to gold continue to be calculated on the preceding parity. 
Money supply: notes and coin in circulation excluding cash holdings of the credit institutions other than the post 
office giro, deposits of residents with the banks (at less than one months' call), special assets of the Treasury and 
non-residents' holdmgs In the post office giro; position at end of month. 
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F. Netherlands 
Owing to the sluggish trend of export demand, economic activity declined sharply in 
December 1974 and the early months of 1975, and unemployment rose again. At 
the same time, the external account was still in large surplus and the upward 
movement of consumer prices moderated only slightly. 
Production will probably tend upwards again in the second half of the year as 
export demand is expected to gather momentum while domestic demand should also 
respond to the expansionary budgetary policy. However, there seems little likelihood 
of a rapid improvement in the employment situation. 
1. Recent developments 
Economic activity until November held up bet-
ter in the Nethet1lands than in the other member 
countries, but in the following months produc-
tion dropped appreciably. Seasonahly adjusted, 
unemployment rose funther while pnice ris,es 
have eased somewhat in recent months. 
Visible exports (in terms of volum·e) fehl appre-
dabl y in uhe four.th quarter (by some 4% on 
the third quart'er and aboUJt ¥2 % on the final 
Mio Eur Exports 
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1973 1974 
quarter of 197 3 ) . w .kh demand 'sluggU!sn, the 
generaJ. upsurge in e~port prices ·also eased clis-
tincttly. ExpoN p11ices for natural .gas, by con-
tras,t, climbed shanply. Overal1!1, average eJq)ort 
values rose by only about 1¥2% on the third 
quarter and so were 2 8% up on the level of a 
year eadier. 
After expanding oonsiderabl y in vhe two pre-
vious quarters, domestic demand (excluding 
stockbuilding) tun1ed sharp~y downwards in 
terms of volume in the fourth qUarter. The 
ded1ine · in pmvate gross fixed asset formation 
( e~duckng res.idenda!l oollJSinructJion) was espe-
cially steep. The downward trend in investment 
of residential cons1.1r'Q.otion, however> moderaood 
and the volume of publci.c investment has pro-
bably · tended to stabillize. As a resuLt of the 
sudden drop in final demand, stocks in many 
industries have risen sharply. 
After increasing in the <Second and third. quanters, 
private consumers' expenditure in terms of vol-
ume plunged sharply in the final quarter of 
19 7 4 to about the same J·evel as in 'the fou11t!h 
quarter of 1973. At the beginning of 1975 it 
probably expanded again as incomes increased 
considerably in real terms. Thus, from 1 Jan-
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uary gross wages and salaries per employee 
rose by some 4Yz 1r and social security benefits 
were raised by a Little over 5 (/r while curs of 
more than f ,l 2 000 million (in a full year) were 
made in wages and income tax . As the Central 
Government made additional t:ransfers to the 
social seouri ty funds, the overall rate of em-
ployees' social ·security cont·ributions remaci.ned 
unchanged. 
As a result of the sudden contraction of final 
demand, production fell sharply and •there was 
% 111dustrial production 
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a further steep rise in the leveJ of stocks. At the 
beginning of the year the trend showed signs of 
stabilizing, but output in the first quaf!ter was 
still 3.0% down on the preceding quarter and 
4.6(/r down on the first quarter of 1974. In 
building and cons>t·ruonion, production fell 
further in the founth quarter. 
Employment dropped considerably as a result of 
the sharp decline in production. The reaction 
was even stronger than previousJy becaUise of 
the sharp profit squeeze experienced. Against 
this background of deterioration in the :labour 
market situation, both short-time working and 
unemployment dimbed sharply, especia!hly out-
side the Hoililand conurbation. The sea·sonally 
adjusted number of registered unemployed 
(labour reserve) rose between the end of Sep-
tember and the end of May by some 52 000 to 
208 000 or 4.3J{ of the labour force . In addi-
tion the number of unfilled vacancies plummeted 
in the same period. 
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Vi·sible imports were Jikewise appreciably af-
fected by the fall-off in economic activity. In 
terms of vo!lume (·excluding imports from the 
BLEU) they fe11 in the fourth quarter by some 
4 Yz 7c and were about 3 ~ down on a year 
Labour market (thousands) 
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ea11Her. The decline in demand throughout the 
world led to a further slackening in the 11i!S,e irn 
import prices . Average 1mport va1lues rose by 
over 2 c;{ in the four.th quarter blilt were never-
ttheJess 3 7 7r up on the same peciod last year. 
The ~information cuflrently avaiclable sugge&tls 
thaJt: domestic prices eased compavatively lit~cl.e. 
Mio Eur Imports 
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Although wholesa1e prices for raw materials 
generally declined sLghtly in the fourth quarter, 
Netherlands 
BUSINESSMEN'S VIEWS ON THE INDUSTRIAL SITUATION 
Order-books A Stocks of finished products B 
% % 
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Trend in production c 
% 
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Source : Business survey of the Centraa.l Bureau voor de Sta.tistiek. 
Note: The survey includes construction but not paper, petroleum, non-metallic minerals. 
GRAPHS A, B, C and D: The three zones (grey, white and black) show the percentages of the three different 
answers. 
The black curves, the scale for which is given between the graphs, show the figures obtained by adding together 
the percentages weighted as follows: 
by 0.03 for the answer "above normal", or "up"-; 
by 0.02 for the answer "normal", or "no change"; 
by 0.01 for the answer "below norn1al", or "down". 
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consumer prices stJarted to rise sharply again, 
fdllowing a partly seasonal deceleration between 
November and February. In April the price 
index of private consumption expenditure by 
wage and saJlary earners' households was 10.3 ~~; 
up on a year ear.lier, the main cause being the 
continUJing ·heavy pressure of cosrt:s. The low 
level of proHrabiJity and the relatively slow rise 
in productivity meant that increases in costs had 
even more than previously to be pas·sed on in 
higher prices . In particdar there has recendy 
been a sharp rise in wage costs. Agreed houdy 
wages increased by almost 6 '/r in the first 
quar.ter and were t'hus 16% up on the same 
time last year. 
The current account ·surplus (on a transactions 
basis) levelled off in the fourth quarter at just 
Balance of trade 
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over Fl 1 000 million. There was an appreciable 
improvement in the position on the goods and 
Mio Eur 
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1973 
services account while the surplus on factor in-
comes and current transfelf's narrowed consi· 
derably. 
After continuing to ·increase slighcly in the 
fourth quarter, the domes·tic money supply ( M2) 
contracted in January . At the end of the month 
it was at about the same level as at the end of 
July 1974 but still 16 .3o/r up on January 1974. 
Lending to the private seotor slowed down con-
siderably in the fourth quaDter while the inf1low 
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40000 
35000 
30000 
25000 
20000 
15000 
1975 
Bank lending 
,V 
~ I-/ 
/ 
,.._/ 
,/ 
I/ 
I 
~ 
MioFI 
Semi-Log scale 
I 
(j) 
N 
~ 
I 
I II Ill IV V VI VII VIII IX ~ XI XII I II Ill IV Y VI VII VIII IX X XI XII I II Ill IV V VI VII VIII D. X XI XII 
1973 1973 1973 
101 
of liquidity from abroad was far higher than in 
the third qua11ter. Govertlll11ent •t!ransaccions 
overaLl acted as a brake on the money •supiJ!y, 
ailthough not as .strongly as in the prevdous 
quarter. Interest rates fdllowed a downward 
trend unttiil Maroh and this continued in April in 
the money market. In the capi~a1 mal'ket, how-
ever, 11ates showed a .slight rise. 
Demand for and suppfy of goods and services 
Exports 
Gross fixed asset formation 
Public current expenditure on goods and 
services 
Private consumers' expenditure 
Gross domestic product 
Imports 
1 Nationale Rekeningen 1973, CBS. 
2 Centraal Planbureau. 
3 Estimates. 
2. Outlook 
1972 1 
At 
current 
prices 
(in Fl 
'000 
million) 
69.04 
35.22 
24.58 
82.22 
147.26 
65.30 
Following the decline i.n the early mon1:1hs of the 
year economic acti\nity will probably pick up 
somewhat. A 11apid improvement in ~he employ-
ment situation ~s uOII.ikely. The •ri:se in prices and 
costs will only slow down gradually. The cur-
rent balance of payments may wdl record the 
s-ame ·large surplus as in 1974. 
102 
1973 2 1974 3 1975 3 
% change on preceding year 
Volume Value Volume Value Volume Value 
+ 12.1 + 19.7 +4 + 31Y2 -2 + 5Y2 
+ 6.3 + 12.2 -6Y2 + 5 - 4Y2 + 6 
+ 0.7 + 12.2 +3 + 19 +4 + 16 
+ 2.1 + 11.3 +3 + 13Y2 +3 + 14 
+ 4.1 + 12.5 +2 + 11Y2 - 1 + 11 
+ 11.9 + 20.4 + Y2 + 33Y2 -2 + 4 
Tihe business surV'ey in the member counltl1ies 
suggests that the economic outlook in the Neth-
erlands could temporarily improve in spring. 
because of a revtiv~l of export demand. Exports 
will pick up marked1y in the second hall£ of the 
year. However, expert prices, with exception of 
natural gas e~ts, wiU probably rise much 
more silowily this year ·thM ·in 1974. 
Domestic demand should also expand more rap-
idly in the second half of the year. While the 
growth of business investment (excluding resi-
dential construouion) wiilil be sluggish because of 
~he comparanively Iow degree of capacity uti[-
imtion at the present time and the continuing 
un£arvouvable profit stirtuQ>tion, fixed rinves1lment 
by the cenunail government and local rauthov1ties 
will probably <increase distinccly. Housing de-
mand may atso be snimuil~ted somewhat by the 
full in interest mile'S and the suppovt measrures 
taken !in amumn 1974. On the other hand, rthe 
downwavd trend in stockbwi[dting wi<Ll probably 
weaken during 1975. 
FoMowing the appreciable rincrease at the begin-
ning of the year, private consumers' expenditure 
in terms of volume wiJl probably grow some-
what more •slowly tban personail dispos~ble 
money inoome. lrt is un[ikely ·to rise £aster ·than 
oonsumer prilces in rthe last rthree quavters of the 
year. The short•term trend of the savrings 1'artro 
is a major factor of uncertainJy in this oontex:t. 
The Central Government Budget 1 
Expenditure2 
of which: 
- current expenditure 
- capital expenditure3 
Revenue4 
of wh1ch: 
- direct taxes 
- indirect taxes 
Net borrowing requirement 
1 Including 'Wegenfonds' . 
2 Disregarding debt extinction. 
3 Including participations, loans and advances. 
4 Excluding borrowing. 
1974 
Original budget 
in Fl 01 
'000 /o 6 
million change 
50.9 + 20.0 
40.2 + 23.7 
10.8 + 10.2 
48.9 + 21.9 
25.3 + 27.1 
17.1 + 14.8 
- 2.0 -
1975 5 
Pro vi-
sional Onginal budget 
outturn 
in Fl in Fl Of. 
'000 '000 ,o 6 
million million change 
52.7 62.5 + 22.8 
41.6 50.3 + 25.1 
11 12.2 + 13.0 
50.5 58.9 + 20.4 
26.7 30.0 + 18.6 
16.9 19.4 + 13.5 
- 2.2 - 3.6 -
5 Excluding the effects of the measures from 16.11.1974, 20.2.1975 and 22.4.197 5, to a total amount of Fl 5 100 
million. 
6 On the preceding year's origmal budget. 
Note: 
The figures in this table are based on the national budgets and are recalculated on the basis of Community definitions. 
From the middle of the year production sholllld 
again move on a disninody upward course, no-
tably in the consumer goods industries. Despite 
the sharp increase in pub1ic sector investment, 
total output in building and construction will 
probably grow only slowly. All in all, gross 
domestic product in real tevms in 1975 is ex-
peeved to fall by some 1 % . 
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It ~s di£ficulrt to say how quickly and to what 
extent the increase in production wiJJI. work 
through to employment . .&s most indusrtries are 
l:ikely to have spa·re labour oapaJOity, a recovery 
of production wiU not lead immediaJtely te re-
cruitment of addicionail manpower. As •the struc-
tu11al employment problems a:re ,afunost impos-
sible to solve in the present competitive and 
profit ~ituations, there seems Jittde hope of a 
reduction in unemployment this year. 
After <t!he drop aJt the beginning of •the year, the 
volume of impol.'bs should cise again as demand 
and. economic ·activity pick up. But with prices 
of •rnw maberia!Ls and semi-manufaorures rising 
more slowly, the total rise of the import price 
level should be <slight. 
J,t wiJJ. probably talre t~me for domestic price 
rises to slacken, for while nearly no further up-
waro pressures are ·likely ro come £rom ·abroad 
this year, wage costs per unit of output seem :set 
to continue to rise owing •ro :the slow pare of 
productivity growtlh. 
'Dhe curl'ent balance of payments could show 
another very large surplus ~his year ·as ·the terms 
of :tt1ade are .favouooh'ly influenced by the •rise in 
naturail gas rprioes •and the fa.Jj in certain import 
prices. 
The main problems facing economic policy-
makers in the Netheruands in 1975 will be h1gh 
unemployment, a considerable e:x:ternal surp[us, 
struorurail disequili.bcia and continuing rapid 
coot-push .intlation. 
An eX!pansionary budgetary pdlicy-as is at 
present being implemented-will not eliminate 
the dif£ieui1ties. 'Dhls •set of economic policy pro-
bilems can be solved onily :through medium-term 
structurail policy measures. 
Major economic policy measures 
August 1974: 
- Publication of a number of short-term mea-
sures to assist farmers. 
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- A report was presented to the Second Cham-
ber on the housing and subsidy policy. The 
measures proposed included the institution of a 
system of income-related rents and of a system 
of subsidizing and financing rented dwellings on 
the basis of 'dynamic' costs. 
September: 
- Presentation of the central government bud-
get for the financial year 1975 and publication 
of the macroeconomic forecasts for 1975. A 
number of earlier measures (work procurement 
programmes, tax relief for investment) will 
therefore be continued, and the deficit on the 
central government budget will be allowed to 
show a structural increase of Fl 1 500 million. 
According to the draft finance law, the budget-
ary deficit will amount to Fl 4 600 million. 
- An interim report was presented to the 
Second Chamber on the fight against unemploy-
ment. The report gave details of a number of 
new measures to combat unemployment, which 
will cost a total of Fl 600 million. The pro-
gramme will provide employment for 16 000 to 
17 500 persons for one year, with a sum of 
Fl 400 million to be allocated to the building 
industry. 
- The Nederlandsche Bank raised the liquidity 
reserve ratio for short-term deposits from 9 to 
9.5% with effect from 19 September. 
October: 
- A draft law was tabled on the price of na-
tural gas, authorizing the Minister for Economic 
Affairs to fix minimum prices for supplies of 
natural gas sold on the domestic market and 
abroad and to lay down rules telling domestic 
suppliers how to fix their tariffs. 
- Publication of measures to stimulate resi-
dential construction. 
- The Nederlandsche Bank raised the liquidity 
reserve ratio for short-term deposits from 9.5 to 
10% with effect from 17 October. 
- The Nederlandsche Bank announced that it 
had decided to reduce all its interest rates by 
one percentage point with effect from 28 Oct-
ober. The discount rate was fixed at 7%. 
November: 
- A Government statement was presented to 
the Second Chamber proposing measures to sti-
mulate economic activity and employment, the 
programme would cost Fl 3 500 million and 
would mainly bring an easing of the burden of 
taxation and social security contributions for 
one year: 
the tax threshold would be raised and the 
tax brackets widened by 1.5%; increase to 
Fl 5 000 in the separate portion of the first 
bracket of income and wages tax (Fl 840 
million); 
- reduction in the contributions to the general 
family allowance scheme and maintenance of 
the current level of unemployment insurance 
contributions (as the Government will con-
contribute Fl 500 million and Fl 400 million 
respectively); 
increase in the investment allowance for in-
dustrial and commercial buildings from 
2 X 8% to 2 X 12% (Fl 240 million) and 
in the rate for accelerated depreciation of 
industrial and commercial buildings in areas 
outside the Holland conurbation from 
2X16%% to 2 X 20% (Fl 60 million). 
The statement also proposes additional expen-
diture to assist the building industry (Fl 915 
million), selective measures to maintain and 
create jobs (Fl 250 million) and to reduce the 
differences between the skills in demand and 
those available on the labour market (Fl 200 
million), and an increase in current transfers to 
local authorities (Fl 170 million). 
- The Nederlandsche Bank reduced the liquid-
ity reserve ratio for short-term deposits from J.O 
to 9.5% with effect from 21 November. 
- On 27 November 1974 a draft law was 
tabled in the Second Chamber granting small 
business an extra temporary income tax allow-
ance. 
December: 
- Decree extending the system of central fin-
ancing of capital expenditure by regional and 
local government. In 1975 no ceiling will be 
placed on local authority borrowing with guar-
anteed payment of interest and principal. 
- Publication of the 1975 regulation on the 
notification of changes in the prices of goods 
and services. 
- Publication of the 1975 price regulation for 
goods and services, specifying the rules on the 
passing on of increases and reduction in costs 
recorded after 31 December. 
- The Minister of Housing and Regional Plan-
ning adopted the following measures to stimulate 
residential construction: 
an extra subsidy (over and above the annual 
grant from the government) for the con-
struction of owner-occupied housing (Fl 750 
- 2 500); 
promotion of residential construction in 
urban renewal areas by means of a specific 
subsidy; 
extension of the system of extending loans 
and, where appropriate, giving a lump-sum 
grant to the local authorities or house-build-
ing associations which purchase non-resi-
dential buildings and convert them into 
dwellings; 
extension of the system of subsidies for im-
proving the heat insulation of housing; 
increase in the financial grants for the im-
provement of post-war blocks of flats of 
house-building associations and local author-
ities; 
improvement of the system of subsidies for 
the improvement of private housing. 
On 30 December 1974 a draft law was 
tabled introducing a general system of insurance 
against incapacity for work. 
January 1975: 
- Benefits under the general old-age insurance 
scheme and under the general survivor's insur-
ance scheme were increased by more than 5% 
with effect from 1 January 1975. 
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- With effect from January, there will be a 
5.3% increase in benefits under the system of 
insurance against incapacity for work and in 
family allowances (except in the case of those 
paid for the first child). 
- Social security contributions were cut with 
effect from 1 January 1975. 
- With effect from 1 January, the statutory 
mtnzmum wage was raised by 5.3% to 
Fl 1 254.50 a month, Fl 289.50 a week or 
Fl 57.90 a day. 
- _Creation of a fund for the structural im-
provement of the clothing industry and one for 
workers in this industry. 
- The ceiling on credits, within the fra!!Zework 
of the agreement with respect to export financ-
ing, for a duration of at least 5 years was raised 
by Fl 200 million to Fl1 000 million. The ceiling 
for credits of between 3 and 5 years was main-
tained at Fl 100 million. 
- The Council of Ministers decided to fix at 
10% the selective investment tax on buildings 
constructed in the Rijnmond region, with the 
exception of administrative buildings and ware-
houses for which the tax has been fixed at 5%. 
February: 
- A bill was presented to reduce temporarily 
direct taxes within the framework of the new 
guidelines for 1975. 
- Presentation to the Second Chamber of a 
memorandum concerning new measures designed 
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to promote employment. In total these measures 
will cost around Fl 700 million. 
- Presentation to the Second Chamber of a 
memorandum in relation to the house building 
programme for 1975 which provides in total for 
the construction of 100 000 to 110 000 dwel-
lings during the course of the year. 
- A bill was presented relating to the notifica-
tion of the laying off of workers, obliging an 
employer intending to lay-off 20 workers or 
more in a period of 3 months to notify the 
manager of the local regional employment office 
as well as the unions concerned. 
March: 
- The Nederlandsche Bank lowered its rates 
of interest from 7 March by 1% to 6%. 
April: 
- Increase of 1.7% of the minimum statutory 
wage from 1 April 1975. From this date the 
minimum wage for adults (23 years and over) 
was raised to Fl 15 303 per annum, Fl 1 275.30 
per month, Fl 294.30 per week, of Fl 58.86 per 
day. 
- Allowance under the old age insurance pen-
sion scheme ( AOW) and survivors pensions 
( A\V\V) were increased by 3.7% from 1 April 
1975. 
- A new employment programme for the build-
ing and construction industry costing some 
Fl 1 000 million was announced. 
Netherlands 
TABLE 1: Key indicators 
1969 1970 1971 1972 1973 1973 
% change by volume Indices 
on preceding year 1970= 100 
Gross domestic product + 7.0 + 7.2 + 4.0 + 4.8 + 3.7 113 
Industrial production + 8.0 + 7.5 + 6.0 + 4.7 + 6.3 118 
Imports + 14.2 + 14.5 + 6.3 + 5.7 -t- 11.6 125 
Private consumers' expenditure + 7.5 + 7.8 + 3.4 + 3.6 + 2.1 109 
Public current expenditure on goods 
and services + 4.2 I 6.3 + 3.6 + 2.3 -t- 0.7 106 
Gross fixed asset formatiOn ~ 2.1 + 10.1 + 3.3 ~ 2.2 + 6.5 108 
Exports + 15.5 
-t- 12.4 + 10.9 + 10.8 + 12.2 138 
-Gross domestic product per head of 
population + 5.8 + 5.5 + 2.6 + 2.9 + 3.8 110 
Gross domestic product per person m 
employment + 5.3 + 6.0 + 3.3 + 5.2 + 4.3 114 
o,o change by value 
on preceding year 
Gross income per employee + 13.21 + 12.71 + 13.31 + 12.81 + 14.0 146 
TABLE 2: Indicators for internal and external equilibrium 
1969 1970 1971 1972 1973 
Current account balance 
in million Eur + 41 ~ 503 ~ 174 + 1 045 + 1 413 
as percentage of G DP + 0.1 ~ 1.6 ~ 0.5 + 2.5 + 3.0 
Unemployment rate 1.4 1.2 1.4 2.4 2.4 
Price-index of private consumptwn 
(" 0 change on preceding year) + 6.7 + 4.2 + 8.0 + 8.3 + 9.4 
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TABLE 3: Foreign trade (at current prices) 
Visible exports 
Total 
Inrr.1-EEC 
To non-EEC countnes 
Exports of food, beverages .md tob,1cco 
Toul 
lntra-EEC 
To non-EEC countnes 
Exports of rav. m.uen.lls, fuel and power 
Tot.tl 
Intr.1-EEC 
To non-EEC countnes 
Exports of semJ-fimshed and hmshed tndu'>tnal goods 
Total 
Intr.1-EEC 
To non-EEC countnes 
\' lSlble 1m ports 
Toul 
Intra-EEC 
From non-EEC countnes 
Imports of food, beverages .md tob.1ccu 
Total 
Intr.1-EEC 
from non-EEC countnes 
Import~ of r.lw m.ltetJ.ll..,, fuel ,wd power 
Tot.ll 
Imr.1-EEC 
From non-EEC countues 
Imports of ~emt-hm-.hed ,1nd finhhed tndmttl.ll gnods 
Tot.ll 
lntra-EEC 
F1om nun-EEC countne'i 
1969 
c 19.6 
t- 25 1 
" 12 I 
Pi+ 
l<J 6 
, ~ 
2() 0 
- 26 0 
II ' 
t- 21 I 
2"'5 
13 4 
i- I""' J 
19 2 
I~ o 
- 19 () 
49 4 
54 
13H 
311 
16 I) 
IK 1 
18 I 
18 I 
0 
0 change on preced1ng \ e.u 
1970 
- 18 l 
22 () 
-- 12 7 
r- lH ~ 
- 22 8 
9 8 
31 8 
,_ 34 8 
T2 
23 0 
-.- 22 I 
24 I 
13 5 
5 I 
- 18 R 
24 3 
- I 
2~ ~ 
19°1 
I ~ 
9(} 
9 9 
l (I 
58 
3 5 
52 
1 16 0 
2 8 
- II ~ 
1\lll 
- 1 
-- 23 -l 
132 
- , I 
- 24 7 
2 l) 
Ill 9 
Ji 9 
IC II 
12 9 
23 ~ 
14 2 
1972 
12 5 
14 8 
- 9 4 
101 
16 5 
- 3 2 
t !Ill 
II ' 
8 (} 
14 2 
15 u 
13 3 
II 2 
2~ 1 
43 
- R 2 
2 6 
9 8 
,1 2 
6 9 
2 9 
TABLE 4: Selected monthly indicators 
IndmtTlal p10duct1on 
(1961 IIlii) 
L'ncmplO\Ld 
(1 ()[)()) 
Permtts fnt n._-.Jdt.ntt.ll con-.tTucti!Jn 
(I OliO) 
Ret.ul tutnovct 
(1970 100) 
CtlOSUffiCJ pt!CL\ 
( 197(1 - 1001 
\'t~tble tmpoltts 
(mlll]()n Fu1 1 
\'t..,tble l \.pott.., 
(mtlhnn Eut; 
B.d.tnC( of tt.ltk 
(mtlltnn Eut, 
()ffict,ll f<liL!l!;llL,(}l.lOj..;L IL\CI\L~ 
(mtlhtm Fut, 
:\fotK\ ..,upph 
(mtllt••n Eutl 
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\ e.1r J.ln 
::os s 
.!22 j 
23ti () 
/16 I 
1.!1' 
168 3 
13 () 
/() 3 
II] 
111:! 
12.J. .f. 
/Ji 2 
12111 
131 I 
145 2 
I 166 
I <iS 
l'l.J-0 
l 
h8 
() 
/() .J-.}5 
/() ... /) 
1.? 060 
feb 
121 ~ 
132 3 
14:;,:; 
1161 
I 612 
I 9'3 
-- 11-
86 
:; 
1/J'iU) 
/() 982 
J;! 1-f.l 
20l-+ 
21 ... 6 
239 9 
1194 
1.!9 8 
18" 8 
Ill 
119 
9f> 
1312 
ll/1 
I 39 I 
I !12 
I 'i9..f. 
2 I ~6 
f.!JX 
I 502 
2 /01 
'-I 
93 
-; 
/() ... 86 
IO 901 
209 8 
2l..f.1 
.!31 6 
II- 8 
I iO 9 
198 8 
f) 2 
89 
111.! 
l.!'i 2 
I-III 
124 6 
1361 
1-J.<J ~ 
I lSI 
/.J-3.! 
l 195 
98 
-IS 
'" 
10 xx-
to 9JO 
11-1-1 
13 3-1 
11-
1/J 8 
11-1-1 
130 8 
l-IS 3 
125 + 
116 H 
1:ro 
I t>'iS 
l H2 
June 
2(J9 3 
2]1 () 
239 9 
II:; I 
13'6 
1.!01 
I 16 2 
143 I 
I 3l2 
1-16 j 
2 154 
w s..;.~ 
II 238 
Juh \ug 
:}13 .., 216 5 
ll9 'i 23 J 0 
2-/.3.! l.J-3 () 
1163 11'8 
1-15 (I "' 6 
/3 () 10" 
II ; --1 
1!6 j f.!() 2 
r2- o 13-f.-
1r 1 1531 
125;;; 126 () 
11~- 138~ 
I 169 I 381 
I 61"" 1 r, )J 
.!-/.29 l2..f.1 
I 165 1 JfJO 
I l6) I )92 
.! 195 2 100 
- 21 
52 -- 59 
J-1 - 1-11 
2 52R 2 -J.(JS 
2 6-s 2 lJS"" 
10 .:-·o 10 18o 
II IS-I II rs 
Netherlands 
M1lhon 
Eur 
19'3 
-- 25 3 
-t- 22.6 
32 ~ 
138 
6 6 
45 0 
8 i 
3 4 
-- 2"7 4 
i 34 9 
36 5 
31 2 
23 6 
21.1 
2""'8 
,- 18 5 
3 7 
23 3 
Sept 
118 6 
230 8 
2-/.2 9 
118 
8' 
125 8 
131 7 
1-f...f. 7 
I 2-1-1 
I 509 
2 .!1.! 
69 
195 
I 34 
2 49-l 
., 54fl 
26 ~ 
26 5 
2"" 6 
Oct 
21 .. .! 
2-/.9 0 
2)1 () 
1182 
/59-1 
115 
9 J 
1181 
136-1 
1534 
12~ 6 
142 6 
I 28-1 
, ... .!.f. 
2 li8 
IIi 
-5 
/32 
/{) 610 
1 I 561 
19'3 
19 255 
1l 969 
.i 286 
3 7=il 
2 851 
90(1 
l 256 
2 445 
811 
12 248 
H 67 3 
3 5-5 
19 SJ9 
II 921 
- 616 
2 400 
H93 
I 507 
11 061 
J(l 442 
2 619 
218 l 
:!38 6 
249; 
II- I 
163 3 
10 6 
92 
124 6 
140 9 
1 )fl () 
129 5 
141, 
1-148 
I 83.! 
:!211 
69 
; 
9) 
oo of 
total<; 
1973 
1()(1 
725 
27 5 
19 5 
14 8 
4 7 
16 9 
12" 
4.2 
61 6 
4=i 0 
18 6 
lOll 
61 ll 
39 I) 
12 3 
4 6 
20 9 
30 
I' 9 
66 8 
~3 4 
134 
Dt'C 
22'i 2 
23h (j 
23.!-f. 
1190 
/6' 3 
102 
/() ,' 
126-1 
12-0 
1504 
llill 
144 4 
I 3'6 
16-12 
: 15' 
I 3-10 
I 620 
2 198 
16 
22 
-II 
.l 56H 
3 544 
10 IIN9 
1.! (U6 
Netherlands 
NOTES TO GRAPHS AND TABLES 
Source: Statistical Office of the European Communities (except as otherwise indicated). 
Conversion into Eur (1 Eur = 0.888671 g of fine gold). 
- For the intra community trade the new Community countries have not yet been taken into account, except for 
1973 in Table 3. 
Graph 1 
Exports fob. Series adjusted for seasonal variations; three-months moving averages. 
Graph 2 
Industrial production: excluding construction, food, beverages and tobacco; month to month change (three-
month moving averages); adjusted for seasonal variations. 
Graph 3 
Labour market: series adjusted for seasonal variations; three-month moving averages; position at end of month. 
Graph 4 
Index of consumer prices and index of agreed hourly wages in private sector (Source: CBS): month to month 
change (three-month moving averages). 
Graph 5 
Imports cif. Series adjusted for seasonal variations; three-month moving averages. 
Graph 6 
Balance of trade: difference between the seasonally adjusted figures of imports and exports. 
Graph 7 
Bank lending : short-term bank loans, position at end of month. 
Source: Nationale Rekeningen 1973, CBS. 
GDP at market prices. 
Industrial production: value added by industry inclusive construction. 
Exports and i~ports : goods and services. 
Gross income per employee : income from employment. 
Table 2 
Current account balance : as defined for the national accounts. 
Unemployment rate: number of unemployed as percentage of the civilian labour force m employment. Source: 
CBS. 
Price index of private consumption computed from the national accounts. 
Table 3 
Exports fob, imports cif; the products have been grouped on the basis of the Statistical and Tariff Classification for 
International Trade (CST): food, beverages and tobacco (Groups 0 and 1 CST), raw materials, fuel and power 
(Groups 2-4 CST), semi-finished and finished industrial goods (Groups S-9 CST). 
Table 4 
Industrial production: adjusted for seasonal variations, excluding construction, food, beverages and tobacco. 
Unemployed: end-of-month figures, adjusted for seasonal variations. 
Seasonally adjusted number of dwellings authorized. 
Seasonally adjusted index of retail turnover. 
Imports cif, exports fob; adjusted for seasonal variations. 
Balance of trade: difference between the seasonally adjusted figures of Imports and exports. 
Official foreign exchange reserves: gross reserves of foreign exchange in the Nederlandsche Bank at end of month. 
Money supply: notes and coin in circulation excluding cash holdmgs of monetary institutions, plus sight depos-
its with banks; position at end of month, adjusted for seasonal variations. 
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G. Belgo-Luxembourg Economic Union 
Belgium 
A decline in economic activity began in the second half of 1974 and this trend has 
continued in the early months of 19 7 5; exports~ in volume terms~ have declined and 
domestic demand has weakened. The employment situation has deteriorated~ and 
this has meant not only more unemployment but also fewer unfilled vacandes. 
Despite a decline in wholesale prices, consumer prices have continued to rise rapidly. 
In the second half of the year, the recovery foreseen in export demand should 
generate a renewed upturn. of production. Unemployment may well continue 
increasing in the period up to the end of the year. Price increases must be expected 
to lose momentum only very gradually~ but the surplus on external trade will be 
maintained. 
1. Recent developments 
Economic aoti~ity began decLinrl:ng in the •third 
quarter of :last year and this process has Slince 
spread to a1most aM sectors of the Belgian eco-
nomy. Unemploym·ent has ~also been 11i·siug 
sharpily. 
The key to ,the decline in economi·c activity has 
been the severe weakness of ex:port demand. 
Exports, seasona¥y adjus•ted, v:alue •terms, which 
bad declined already in the £irst quarter, fell a 
further 1. 9 % compared with tJhe previous 
qua!'ter. As compared with a year ago, nhe le~el 
Exports Mio. Eur 
2500 .-r-r---,---.--,~---r-r-.--r.--r-.--r-rr-r-r-lr-r-r-..--T---.--r-rT.---r...-r..-r-t 
CD 
B 
was up by 5. 7% , thls being a re£1eotion of 
higher prices. 
Domestic demand has ·also ,slackened. Unoernain-
ties as to sales expeomtions, narrowing profit 
margins, idle production capacity and cash flow 
diffiCUJlties have led managements to soale down 
investment eady in 1975. Demand in ·nhe for.m 
of residenci.rul construction has also tended to 
weaken. Public investment, which bad practical-
ly SJtopped increasling during the second half of 
197 4, picked urp again as a Tesmt of commit -
menus under the offliciaJ. deciSJi:on to 1mplement 
in fuhl the original 1975 investment rprogmmme. 
Stocks of fin:Ushed products increased ·at an ex-
cepbionatlly rapid pace in the htter half of 197 4 
and early in 19 7 5; on the other hand, stocks of 
raw materia]JS have been run down a:t a fuirly 
bri-sk tempo. 
Consumption expenditure has lost momentum, 
the main faotor here being a slowdown in the 
growth of PTiv,a:te consume!ls' expencHture. In 
January, the year-to-yea·r increa!se in the index of 
retail ·sa-les ( Vialue) s•tood a:t 17 % ; the voih1me 
index was up by 2.2 % over the Slame peniod. In 
J anuary-Ap!lil, sru1es of private ca:!'S were onlly 
2.8 % up on ·bhe already ~low total for the fi!'St 
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quaf!ter of 1974. Despite the very rapid progress 
in average houtily earnings in industry ( tihe an-
nual growth J:late WJas 25.9% in the £i:rst qu~rter) 
nhe di'Sposahle .income of households ha·s increas-
ed only very slowly, for va!lious reasons; the 
decLine of employment, loss of overtime, increas-
ing short-time working and a heavier tax and 
'paraHsca1' burden ( main!ly 'fiscal drag'). 
Production has failll:en. The industrial! produccion 
index contJinued to decline during the eanly 
mond:rs of 1975, being in January-February 
6.7 % below the year ago figure. The 'slowdown 
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1973 1974 1975 
in produauion activity ha·s been particulanly no-
tJi'Oeabl·e in respect of consumer goods and inter-
mediary goods, whereas the industries producing 
capital goods have made a better ·showing. Early 
in 1975, the buhlding and construction sector 
aliso :~lowed down a Ji tcle. 
The impact of ·sluggli~ h production ~actiwty has 
been felt Jn the labour market jobs. The number 
of per-sons fuMy unemployed continued to acce-
lerate unti1l eanly tin 1975. By the end of Apcil, 
the seasonally.-adjusted figure for fuN.y unem-
plo}lled was 177 000, 25% up on the figure for 
t:he end of December. On the same date, tJhe 
unemploylffient ·rate was running at 4.5%, oom-
pari:ng witlh 2.7% a year previously. FuMy un-
employ·ed matle workeJ."'S with normal work abi!Lity 
acconnt for the buH.k of the increase. In addi,tion, 
the avemge daily number of persons working 
shol"t 1tilme, may have been running at abol,lit 
80 000 in March comparing with 37 180 ·in 
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March 1974. The number of un.£illed ~aca:ncies 
has continued to decline un1li1 April. 
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With economic activity deolinipg and stocks 
being adjusted, merchandise impdrts have fa!llen. 
In the first quarter the seasonally adjusted fig-
ure for the value of imports was 7 % below the 
average for the prereding qua!lter and 4. 9% 
below the figure for the same period of 1974. 
As a resillt of tms decline ( whkh :i:s largely a 
dedLine in volurme) the trnde bruance, as caJl-
culated on the basis of customs returns, improv-
ed •in the £ouflth quan:ter and early in 1975. 
Inflationary pressures have bec~me a little less 
severe. But neilther t:he decline tin whod.esatle 
prices (both for mw materitals and semi-finished 
products) nor ·the weakness <>f demand has 
brought to a ha:Lt the rapid upward movement 
Belgium 
BUSINESSMEN'S VIEWS ON THE INDUSTRIAL SITUATION 
Order-books A Stocks of finished products B 
% % 
100 
8(1 
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40 
20 
1973 1974 19-5 1973 1974 1975 
Trend in production c Trend in sellin~ prices D 
% % 
197J 1974 1975 1973 1974 1975 
Answers to the questions iu the EEC business survey, carried out in Belgium by the National Bank. 
GRAPHS A, B, C and D: The three zones (grey, white and black) show the percentages of the three different 
answers. 
The black curves, the scale for which is given between the graphs, show the figures obtained by adding together 
the percentages weighted a.s follows : 
by 0.03 for the anawer Hsbove normal", or "up"; 
by 0.02 for the answer "normal", or "no change"; 
by 0.01 for the answer "below normal", or "down". 
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%Wages and consumer prices 
so~,~~~~~~~~~~~~~~~~~~ 
30 
10 
Balance of trade 
in consumer p11ices, the index for which was, in 
May 13.7% up on ·the May 1974 f~gure. 
FoUowJng a Bfrs 8 600 mil!1ion deficit in the last 
quarte•r of 1974, the overa:~l balance of payments 
showed a surplus of Bfrs 21 000 million in Jan-
uary-March 197 5 or more than twice the year 
ago figure. 'Iihe current .account remains 1in ·large 
suvplus: Bfrs 20 000 mitHion for the Hvst 1:1hree 
months as compa11ed with Bfrn 14 200 rnilli:on a 
year eanlier. 
The ·expans~on of 'the money supply s~oweo 
down in the first quarter of this year. By Marcil, 
the year-to-year growth rate was 7.8% compar-
Mio Eur 
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ing with 14.6% in M~arch 1974. This slowdown 
was accompanied by weaker trends in credits to 
commeroe and industry, a dev·elopment wh~ch is 
probably due more to the fall-off of demand 
than to official measures of restraint. 
Since the beginning of the year 1975, the 
author.ities have in fact acted to relax monetary 
restrictions. Official discount rates, and the fin-
ancial intermediaries' lending and borrowing 
vaJt:es have been reduced and the credit ceil1ing 
and the Liquidity reserve requirements were 
eased and finalJy ahaHshed. Despite the genemd 
dec1Line in sho11t-term inrerest vates •since rhe 
fourth quarter of 1974, the tendency for long-
term interest ·rates to dedline has been less pro-
nounced; the public authorities have heavy dong-
term cap~talrequirements and rVhi•s, together with 
@ 
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1974 1975 
the persistence of inHat~ion, has probably proved 
an obstacle to any more subSJt:ant:Jiatl reduction. 
Bank lending 
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Demand for and supp!J of goods and services 
Exports3 
Gross fixed asset formation 
Public current expenditure on goods and . 
services 
Private consumers' expenditure 
Gross national product 
Imports3 
1 Institut national de Statlstique (INS). 
2 Estimates. 
3 Goods and servtces. 
2. Outlook 
1972 1 
At 
current 
prices 
(in BF 
'000 
million) 
681.7 
328.5 
232.4 
935.5 
1 558.0 
633.5 
Since domestic demand may remain weak, any 
improvement in the Bdgian economy in 1975 
will be mainil.y dependent upon the foreseeable 
recovery of economic acthnity in neighbouring 
countries. Prrke inflaJtion and ris·~ng unempiloy-
ment will remain serious problems. 
Germany and the Netheril:ands are ~m'I_:X)vtla:n<t 
ousvomers for Belgium, so that the measures to 
revive their economies put in hand in these two 
counvvies should genera<ve, with some delay, a 
recovery of Belgian exports. However, Belgium's 
competirivoe posi•tion ~s weakened by a rd&iveil.y 
£as1:er increase .in producttion costs, with the re-
sult that exports cowld weJJ. pick up more sJowly 
than in stimil1ar recovery pel'iods in the past. 
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1973 1 1974 2 19752 
% change on preceding year 
Volume Value Volume Value Volume Value 
+ 14.1 + 24.2 +2Jl! + 25Jl! -2 + 5 
+ 5.4 + 11.5 +7 + 23 -2 + 10 
+ 5.2 + 13.8 +5Jl! + 20 +4 + 19 
+ 6.8 + 14.3 +3 + 16 +2 + 14 
+ 5.4 + 13.4 +4 + 16Jl! 0 +13 
+ 18.5 + 28.0 +3 + 30 - 1 + 5Jl! 
The rate of expans,ion of domestic demand is 
Likely to be very slow: investment wi:H probably 
make oruly ·a modest convnibutJion, since firms 
already operating wel1 bdow capacity w11l pro-
bably revise 1!heir expansion programmes down-
wards. The decline in the demand for industriail 
or commerdail building arud construorion, and 
for residential construction wi<Ll probably be 
offset only in part by £aster growth i.n subsidized 
housing and public investment. The rate of 
stock formation must be expected to lose mo-
mentum following the :invo1unuary build-up of 
stocks of £inished products in 1974. 
The growth of the consumption expenditure of 
the public authoritJies Wliihl remain firm, but the 
expansion of private consumers' expenditure 
wiM probably show very 1iwle huoyancy. Despite 
an increase in •transfer paylffients under social 
secunity arrangements, the growth of .the reatl 
disposable income of households will. probably 
'lose momentum because of the contractlion of 
employment and a rather slower upward move-
ment in hool111y wages. 
The industrial production trend may be expected 
to 'bo1Jtom out' and e:JQ{'a:nd .anew before the end 
of the year; for 1975 taken '<lS a whdle, the 
average must be ·expected to falJl short of that 
fur 1974. W·hh produ.otion hQilding firm in the 
other ·sectors, gross domestic product shoukl. not 
grow in 1975. 
The Central Government Budget 
1974 1975 
Provi-
Original budget sional Original budget 
outturn 
Fb % Fb Fb % 
'000 4 '000 '000 4 
million change million milllon 
change 
Expenditure1 584.3 + 12.8 604.3 704.5 + 20.7 
of which: 
- current expenditure 484.4 + 17.7 505.5 605.2 + 24.9 
- capital expenditure2 99.9 - 6.5 98.8 100.2 + 0.03 
Revenue3 509.1 + 19.2 522.3 634.9 + 24.7 
of which: 
- direct taxes 256.6 + 24.7 270.4 339.7 + 32.4 
- indirect taxes 231.2 + 15.1 233.9 267.9 + 15.8 
Net borrowing requirement - 75.2 - - 86.0 - 70.5 -
1 Disregarding debt extinction. 
2 Including participations, loans and advances together with re-imbursement of VAT on stocks. 
3 Excluding borrowing. 
4 On the preceding year's original budget. 
Note: 
The figures in this table are based on the national budgets and are recalculated on the basis of Community definitions. 
Present product!ion capacity and staffing levels 
of finms wiN suHice to cover a modest expansion 
of production, so that a recovery in production 
activity W'O'llld not bring with 1t any prompt 
improvement in the employment situauion. The 
number of fully unemployed ccruld, in fact, in-
crease furtJher in the second haM of 1975, espe-
cially as a fresh influx of school-leavet"S at 'the 
end of the school year will probably boost un-
employment among young people. 
Imports, in terms of volume, are by now practic-
ally only marking time and this situation could 
persist for some months, since fixed investment 
is declining and firms have been slowing down 
the stock accumulation process. A recovery may 
be expected once production picks up again. 
In£lationary trends are expected to •remain faicl.y 
severe throughout most of the year: pDessure on 
the production system has weakened so that 
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demand-pull inf1acion has been curbed, but the 
sha11p increase in wage costs per ucit of output 
is persisting because of ~inadequate productiwty 
gains. To the extent that the reuail price freeze, 
introduced early in May, helps to slow down 
the price/wages spiral, the upward movement 
of consumer prices should, nevertheless, slow 
down. 
Growing unemrloyment, declining productive 
invoestment, and the steady nise of cossts and 
prices are the key problems facing those respons-
ible for economic policy in 1975. The situation 
cannot be restored to notma!l unless the recovery 
of export demand, foreseeable for the second 
half of the year, actually takes place, none the 
less, the upward movement of costs and p11ices 
must also be slowed down if a !lasting [mprove-
ment of 'the employment situation is to be 
achieved. 
Major economic policy measures 
December 1974: 
- At a special Cabinet meeting the government 
adopted a number of measures: 
- the system of special allowances granted to 
employees when a firm closes down was 
extended to all workers made redundant as 
a result of the restructuring or merging of 
firms; in addition the introduction of a re-
deployment bonus was envisaged; 
release of all public works appropriations in 
1975 (compared with 80% in 1974); 
the restrictions on obtaining credit for the 
construction of low-cost housing were re-
laxed and the terms were a.djusted; 
- a premium of Bfrs 15 000 per annum, for 
three or five years, depending on the region, 
was introduced for each new job created by 
firms with up to ten persons on the payroll; 
- the subsidies on export credits were increas-
ed from 0.85% to 1.10% (at an estimated 
cost of Bfrs 300 million, bringing the total 
amount of subsidies to Bfrs 1 150 million) 
($30 million); 
- the ceilings on medium-term loans granted 
by institutions specializing in export financ-
ing were raised; 
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new credits were announced amounting to 
Bfrs 50 million to help small and medium-
sized firms when setting up an export depart-
ment. 
January 1975: 
- The Government decided to carry out the 
public investment programme in its entirety in 
1975 (Bfrs 125 000 million); for the period 
from January to April, 33% of the basic pro-
gramme and 50% of the selective programme 
were released ( Bfrs 4 3 000 million). 
- Employers and unions approved the agree-
ment covering all industries. The main points 
were an increase in the guaranteed minimum 
wage (Bfrs 15 000); the general adoption of the 
40-hour week in 1975; the organization of the 
early retirement system for certain categories of 
work, the employers' contribution to workers' 
transport costs (50% of the price ol tow-cost 
season tickets); equal pay for men and women; 
payment of two days' double allowance for the 
fourth holiday week, etc. 
- From 14 January the minimum deposits un-
der hire purchase contracts were reduced and 
the maximum repayment period for personal 
loans was lengthened. 
- On 30 January 1975, the Banque Nationale 
lowered its discount rates by 0.50% thus bring-
ing the base rate, which had stood at 8.75% 
since 1 February 1974, down to 8.25%. At the 
same time, the Banque Nationale raised the re-
discount ceiling. The base rate, which could be 
applied, since 8 July 1974, to only half of the 
ceiling assigned to each bank, is now applicable 
to 70% of the quota. 
February: 
- The Banque Nationale's monetary policy re-
commendations to the monetary and financial 
institutions, which would have run out at the 
end of January, were renewed for a further 
three-months period, but in a less stringent form. 
- On 13 February the Government eased mort-
gage borrowing by raising the proportion which 
can be borrowed. 
- The temporary scheme setting at six months, 
instead of two, the period of notice to be com-
plied with for price increases was extended until 
the end of March 1975. 
March: 
- On 13 March the Banque Nationale cut its 
base rate from 8.25 to 7.50%, the other rates 
from 9 to 8% and decided to raise the banks' 
discount ceiling from 4.25 to 4.75% as of 
1 April. 
April: 
- The Minister for Economic Affairs shortened 
from six to four months, with effect as from 
1 April to 30 June, the compulsory period of 
notice for price increases. 
- The Banque Nationale reduced interest rates. 
On 24 April the base rate was lowered from 7.5 
to 7%, the other rates from 8 to 7.5%. 
- The authorities introduced a set of measures 
relaxing monetary policy: these comprised ter-
mination of credit limitation measures still in 
force, gradual phasing out of the monetary re-
serve that must be lodged with the Banque 
Nationale and termination of restrictive measures 
relating to mortgage credit. Thus, the recom-
mendations expiring at the end of April were 
allowed to lapse. 
- The Government will lay before Parliament 
a draft law introducing a tax immunity scheme 
for investment exceeding the level in a reference 
period, the aim being to provide an incentive for 
private investment in the second half of 1975. 
In addition, a draft law provides for the deduc-
tion of all interest on business and commercial 
loans. 
- A 2% conjunctural aid will be made avail-
able for investments coming under the Economic 
Growth Law of 1970. For investments qualify-
ing under the 1959 law, the State aid will be 
granted for seven years instead of five, provided 
the investment is implemented within twenty-
four months. 
- Export credits and the amounts placed at the 
disposal of the external trade fund will be in-
creased. Small and medium-sized firms can apply 
for improved practical aid. 
- The Government will work out a scheme for 
easing the social security burden borne by firms 
with large staffs. 
- The restrictions on the construction of build-
ings and on civil engineering projects having a 
value exceeding Bfrs 50 million will be 
terminated. 
May: 
- A general freeze on prices was imposed for 
the May-June period. The price freeze will have 
no retroactive effects, nor is it applicable to 
items the prices of which are fixed by the 
European Community, to items coming under 
programme contracts or to auctioned items. 
- The Banque Nationale reduced its interest 
rates to a uniform 6.5% with effect from 
29 May. Thus there is no longer any distlnction 
between the rate for discount transactions and 
the rate for other business. 
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TABLE 1: Key indicators 
1969 1970 1971 1972 1973 1973 
-
~·o change by volume Indices 
on preceding year 197()_, 100 
Gross domestic product + 6.5 + 6.5 + 3.9 + 5.7 + 5.3 115 
Industrial production + 11.4 + 9.1 + 4.3 + 7.0 + 6.5 119 
Imports + 14.7 + 7.1 + 5.6 + 8.7 + 18.6 136 
Private consumers' expenditure + 5.2 -i- 4.4 + 4.7 + 5.6 + 6.8 118 
Public current expenditure on goods 
and services + 6.1 + 3.3 + 5.9 + 6.0 + 5.2 118 
Gross fixed asset formation + 5.6 + 8.8 - 2.2 + 3.8 -+- 5.4 107 
Exports + 14.6 -t- 10.0 + 7.3 + 9.7 + 14.1 134 
Gross domestic product per head of 
population + 6.3 + 6.1 + 3.5 -t- 5.0 + 5.0 114 
Gross domestiC product per person in 
employment + 4.6 -+- 4.6 -t- 2.7 + 5.8 + 4.4 113 
0
·0 change by value 
on preceding year 
Gross income per employee + 8.0 I + 9.41 + 11.41 + 14.21 + 12.4 143 
TABLE 2: Indicators for internal and external equilibrium 
1969 1970 1971 1972 1973 
Balance exports less imports 
in millwn Eur + 350 + 800 + 835 -t- 1,348 + 1,112 
as percentage of GDP + 1.5 + 3.1 + 3,0 + 4.2 + 3.0 
Unemployment rate 2.6 2.2 2.2 2.6 2.7 
Pnces to pnvate consumers 
('; 0 change on preceding year) + 3.0 + 2.5 + 5.1 + 4.7 + 7.0 
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TABLE 3: Foreign trade (at current prices) 
" lJ change on precedmg year 
Mtlhon 0 ,1 of 
Eur totals 
1969 19"0 1971 1972 1973 1973 1973 
Vtstble exports 
TotJ.l + 23 3 +- IS 2 +- 40 c 20 5 i 22 7 17 854 lOll 
lntra-EEC ~'- 29 5 + 16 9 ~ 42 + 20.2 t~ 21.3 13 043 73.1 
To non-EEC countnes + 121 t- 11 6 + 3.7 + 21.1 + 26 8 4 811 26 9 
1:<..11.ports of food, beverages and tobacco 
Total j- 21 8 + 19 6 + 14 9 +- 25 0 + 22 9 1 646 9 2 
lntra-EEC ,- 27 1 + 16 9 T 117 -t 25 8 
-t 21 9 1 369 77 
To non-EEC countnes - 1 8 + 35 3 + 30 8 - 21 6 T 28 1 277 1 5 
Exports of raw m.1tenals, fuel and power 
Toul + 21 4 1 0 1 - 55 + 22 1 ' 25 9 1 229 6 9 
lntr.1-EEC + 21 3 -'- 4 6 - 5.7 + 12 9 T 30 6 882 4.9 
To non-EEC countues t- 21 7 - 6 4 - 53 ~ 37 2 ~ 15 3 347 2 0 
Exports of semt-fimshed and fintshed tndustnal goods 
Total 
-
23 6 + 15 9 + 3 8 + 19 9 + 22 4 14 979 H3.9 
Intr.l-EEC + 30 3 -'- 17.4 T 4.1 T 20.0 + 20 5 10 792 60 4 
To non-EEC countnes ~ 11.8 + 12.6 -j- 3.3 +- 19.6 + 27.8 4 187 23 5 
V lSlble Imports 
Toul T 19 9 + 13 6 -'- 10 3 + 12 6 + 23 9 17 492 100 
lntr.1-EEC r 25 3 ~ 16 4 r 18 5 f- 14 8 +- 22.5 12 358 70.6 
From non-EEC countnes "- 13 3 +- 9 8 -- 1.4 t- 8 9 -t 27 4 5 134 29 4 
Imports of food, beverages and tobacco 
Tot.ll T 14.9 + 171 +- 11.4 T 141 + 28.9 2 224 12 7 
lntra-EEC t- 23 3 ;- 20 4 f- 14.7 + 23 9 i- 26 4 1 5116 8 6 
From non-EEC countnes t- 58 I 13 1 
' 
6 9 >- 0 3 t 34 4 '1~ 4.1 
Imports of raw matenals, fuel and power 
Total ~ 11 3 +- 11 " T 2 6 c 12 0 -t 17 8 3 )18 190 
lntrJ.-EEC 4 15 3 + 12 0 + 16 0 + 17 2 1- w 7 1 40~ 8 1 
From non-EEC countnes + 9 1 - 115 - 48 -~ 8.4 -C 23 6 1 910 109 
Imports of semt-fintshed and fimshed Industn.ll goods 
Tot .II t 24 2 ~ 13 6 t 12 7 + 12 5 + 24.8 11 951 68.3 
lmr.1-EEC + 28 () + 16.8 T 19 6 -+- 13.0 +- 23.9 9 445 54.0 
From non-EEC countries 17 9 ~ "9 - 1 2 ~ 113 ~ 28 5 2 506 14 3 
TABLE 4: Selected monthly indicators 
Ye.u Jan Feb Mar Apr ~la\ June Ju11' Aug Sept Oct NO\' Dec 
lndu~tn.tl production 19~3 151 ; 1i5.1 155 4 154 9 148 6 156 6 152 5 157 0 154.9 154 3 157 9 162 8 
(1963 lOti) 1974 163 • 166 6 170 7 168 7 161.3 1833 165.2 164 1 166.1 162.2 163 7 IH 5 
19.,S 154 ~ 1512 
Unemplo\'ed 19"3 /04 7 104 9 104 4 104.2 105'3 105 7 106 5 106 5 107 8 1094 107 3 10 7 2 
(1 000) 1974 107 1 106 6 106 0 107 1 109 8 113.2 116.7 1196 126 J 1330 136 8 1416 
19"1 149 9 158 3 168.1 177.0 
Permits for resJdenu.li construction 1973 5 809 7 172 7 502 6 698 8 189 6 628 6 141 6 446 7 635 6 577 6 827 4 527 
19...,4 7 970 7 338 7 528 8 200 9 769 7393 9 775 6 794 7321 ; 326 6 139 4 567 
19~::; 6 179 
Rct.tli turnoYer 1973 130 0 129 2 137 1 133.1 137 5 139 7 1300 135.3 137 1 145 5 143 1 1431 
(197() - 100) 1974 1494 148 2 150 5 157 2 160.8 156 9 158 9 159.5 160 2 1701 160 2 170.6 
1975 172 5 
C<,nsumer pnces 1973 114 6 115.3 115 5 116 2 116 6 117.2 117 7 118.3 118.8 119 6 120 4 121 9 
(1'!70 - !Uti) 1974 123.3 124.9 126 4 128 2 130.1 1320 133 8 135 6 1374 138 6 140 0 1410 
1971 142 5 144.1 145 1 146 7 
VIsible tmports }{)-:'4 1 340 I 320 1 354 1365 1465 1351 1382 1522 1446 1660 I 597 1 533 
(mtlhon Eur) 1974 1 833 1 792 1833 1987 2 178 1948 2053 1878 1928 2006 1 778 1826 
1975 1 7 70 1 7 32 1 718 
Y Istblc e-..ports 1973 1277 1 377 1451 1436 1514 1 334 1433 1520 1494 1669 1 574 1662 
(millwn Eur) 1974 I 7>3 1 655 1804 2 004 2 075 1827 1982 1 937 1809 I 977 1 879 1 748 
19~5 1 891 I 928 1678 
B.1lance of tr.tde 1973 - 63 56 + 97 + 71 -t 49 - 17 + 51 - 2 + 48 + 9 - 23 + 128 (mtlhon Eur) 1974 -- 79 - 1J7 -- 29 ~- 17 - 102 - 120 - 70 + 60 - 119 ~- 29 ~- 101 78 
1975 f- 121 ,~ 196 - 40 
Ofticu.l foretgn e'ch.mge reo;;erns l'P3 2 369 2 650 2 776 2 850 2 955 2 930 2 903 2 819 2 792 2 852 2 840 2 692 
(m!lhnn Eur) 19~4 2 486 2 4H4 2496 2 451 2 338 2 363 2 562 2 614 2 774 2 932 3 018 2 928 
197==i 3 004 
' 122 3 159 3 193 
Monc\ supplv 1973 10 736 II 010 11 182 11 230 11254 11 411 11 396 11 526 11 591 11 722 11881 II 717 
(mtllwn Eut) 1974 11 874 11880 12 243 12 227 12 555 12 268 12133 12404 1268! 12 587 12 857 12 766 
1975 12 854 12 975 
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NOTES TO GRAPHS AND TABLES 
Source: Statistical Office of the European Communities (except as otherwise indJcated). 
Conversion into Eur (1 Eur = 0.888671 g of fine gold). 
- For the intra community trade the new Community countnes have not yet been taken into account, except for 
1973 in Table 3. 
Graph 1 
BLEU exports fob: series adjusted for seasonal variations; three-month moving averages. 
Graph 2 
Industrial production: excluding construction, food, beverages and tobacco; month to month change (three-
month moving averages); series adjusted for seasonal variations. 
Graph 3 
BLEU imports cif: series adjusted for seasonal variations; three-month moving averages. 
Graph 4 
Labour market: series adjusted for seasonal variations; three-month moving averages; position at end of month. 
Graph 5 
Wages and consumer prices (not adjusted for seasonal variations): average gross hourly earmngs in industry, 
quarter to quarter change, source: Banque nationale de Belgique; consumer prices, month to month change (three-
month moving averages), source: Ministere des Affaires Economiques. 
Graph 6 
BLEU balance of trade: difference between seasonally adjusted values of imports and exports. 
Graph 7 
Bank lending: advances by the banking system, not adjusted for seasonal variations; position at end of month. 
Table 1 
GDP at market prices. 
Industrial production: value added by Jndustry. 
Exports and imports : goods and services. 
Gross income per employee: income from paid employment (1ncluding employer's share of social Jnsurance 
contributions). 
Table 2 
Balance exports less imports: as defined for the natwnal accounts, included factor income. 
Unemployment rate: number of unemployed as percentage of the civilian labour force in employment. 
Price index: price index of private consumption, computed from the national accounts. 
Table 3 
BLEU: Exports fob, imports cif; the products have been grouped on the basis of the Statistical and Tariff Classi-
ficatwn for International Trade (CST): food, beverages and tobacco (Groups 0 and 1 CST), raw materials, fuel 
and power (Groups 2-4 CST), semi-finished and finished industrial goods (Groups 5-9 CST). 
Table 4 
Industrial production, excluding construction, food, beverages and tobacco: adjusted for seasonal variations. 
Unemployed: end-of-month figures, adjusted for seasonal variations. 
Construction: seasonally adjusted number of residential buildings authorized, adjusted for seasonal variations. 
Private consumers' expenditure: seasonally adjusted value 1ndex of retaJ! turnovers. 
Consumer prices: not adjusted for seasonal variations. 
BLEU: Imports cif, exports fob; figures adjusted for seasonal variations. 
BLEU: Balance of trade: difference between values of imports and exports, seasonally adjusted. 
Official foreign exchange reserves: gross reserves of foreign exchange held by the monetary authorities; position 
at end of month. 
Money supply: notes and coin in circulauon, excluding cash holdings of the cred1t institutions other than the Post 
Office giro; resJdents' s1ght deposits (up to one month) w1th banking institutions; the special Treasury accounts 
and sums held by non-residents with the Post Office giro; position at end of month, adjusted for seasonal variations. 
122 
Luxembourg 
~-~----- ---I 
In recent months industrial production has been contracting sharply and a certain 
amount of unemployment has become apparent. The upward price tendency has 
remained slower than in most of the other Community countries. 
The factors supporting demand may be expected to gain strength and industrial 
production should start expanding again towards the end of the year. 
1. Recent developments 
The deoline in economic activity which began to 
slow down in the 'Second hail£ of 197 4 continued 
in the first part of 197 5. Consumer pl'ices have 
been 'rising a:t vhe same mte a:s in 197 4. 
Economic aouivity has weakened because exports, 
particularly of steel produotJs, have been fa:1ling. 
In the first quarter, steel deliveries were run-
ning 18% below the col.'responding 1974 figure. 
Domestic demand has lost its vigour. Firms have 
appal.'ently been renrenching on fi:xced investment 
and the expected recovery in public investment 
has stiU not occurred on any scale. Residentia!l 
construction which l'emained failily strong, up to 
the beginning of the year beoause of the relative-
ly 'large number of starts in 197 4 seems to have 
weakened in recent months. In contrast, private 
consumers' expenditure, espedaJJ.y on consumer 
duoobles, seems to have e:x~panded somewhat in 
eaDly 1975, than~s to the continued growth of 
uhe real disposable income of househo~ds. 
Declining demand has now affected production. 
In the s'1 ~1 industry in parrticulaa:, where firms 
were running very near to capacity in 197 4 
( 97.3% for crude sted, according to a pro-
visional estimate) , production has dropped 
shal'ply. In the fil1St quarter, the seasonallly ad-
justed figure for industrial produotion ( exclud-
ing building and construction) was running a:t 
13.8~1t below the average for 1974 and 16.9% 
below the corresponding figure for 197 4. The 
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decline was ,les's sharp in building and construc-
tion, where the year•to-year difference was 
11.8% between the same periods 
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The number of un£,iMed vacancies contracted 
sharpJy (in seasonally adjusted terms, 160 in 
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March, compared wi~h an ,avemge of 583 for 
197 4). The introduction of short-time working 
has prevented the appearance of any significant 
unemi)loyment, but parail!lel to the extension of 
short-time working, which is now affecting near-
ly 2 000 workers, there has been a marked de-
cline in the number of occupied frontier 
workers. 
On the wage front, new collective ba11gaining 
agreements have recently been concluded in cer-
vain industries and .service hranches. The rate of 
increase of prices has slowed somewhat; the 
annual increase has fallen from 11.4% in Nov-
ember 1974 to 10.1% in May 1975. 
In 197 4, the liquidity of the Luxembourg bank-
ing systJem was strengthened by ·a substanti~ 
in£low of foreign capitaL A Jarge proportion of 
this capitail was re-placed with financial institu-
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tions abroad but there wa~'> still a rapid expan-
sion of bank credit within the country. There is 
some evidence that this trend continued in the 
early part of 1975. 
Demand for and supp(y of goods and services 
1972 1 1973 1 1974 2 19752 
At % change on preceding year 
current 
prices 
(in Lfrs 
million) Volume Value Volume Value 
Exports3 46 200 + 13 + 31 +6 + 28.5 
Gross fixed asset formation 16 714 + 5 + 14.5 +1 + 18.5 
Public current expenditure on goods and 
services 6 754 + 3.5 + 19.5 +2 + 19 
Private consumers' expenditure 33 701 + 6 + 12.5 + 6.5 + 16.5 
Gross national product 59 252 + 7.5 + 19.5 + 4.5 + 16 
Imports3 44 428 + 10.5 + 24 + 6.5 + 32 
1 Service central de la statistique et des etudes economiques (STA TEC) Luxembourg. 
2 Estimates. 
3 Goods and services. 
124 
Volume Value 
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Luxembourg 
BUSINESSMEN'S VIEWS ON THE INDUSTRIAL SITUATION 
Order-books A Stocks of finished products B 
% % 
0 
80 20 
60 40 
40 60 
20 80 
100 
1973 1974 1975 1973 1974 1975 
Trend in production c Trend in sellin~ prices 0 
% % 
197J 1974 1975 1973 1971 1975 
Answers to the questions in the EEC business survey, carried out in Grand Duchy of Luxembourg by STATEC. 
GRAPHS A, B, C and D: The three zones (grey, white and black} show the percentages of the three different 
answers. 
The black curves, the scale for which is given between the graphs, show the figures obtained by adding together 
the percentages weighted as follows : 
by 0.03 for the answer "above normal", or "up"; 
by 0.02 for the answer "normal", or "no change''; 
by 0.01 for the answer "below normal", or "down". 
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2. Outlook 
Allthough it is difficult to say precisely when the 
recovery, which is expected to take p:lace in 
Luxembourg's ma[n trading partners, will be re-
flected in stronger production activity in Luxem-
bourg itself, it seems unlikely that any upswing 
wiU occur before the end of 1975. 
Indeed, for the iron and steel industry, in par-
ticular, new orders declined again in April as 
compared with previous months and exports 
could weJi continue to f,aJ:l for some tri.me before 
the turning point 'is reached. 
As for domestic demand, its various components 
will probably show signs of a general weakening. 
Industrial investment will contract fairly sharply, 
whilst public investment should exhibit a certain 
undedying strength. FinaJ:ly, rhe construction 
industry will remain depressed, principally be-
cause of the weak trend in the construction of 
apartment buildings. 
Real disposable incomes of households will only 
show reJa:tively slow growth despite the mea-
sures adopted in recent months to support em-
pJoyment and incomes. Thus private consump-
tion will only grow very slowly during the 
remainder of this year. 
The Central Government Budget 
Flux 
'000 
million 
Expenditure 1 19.1 
of which: 
- current expenditure 14.4 
- capital expenditure 2 4.7 
Revenue3 17.9 
of which: 
- direct taxes 9.3 
- indirect taxes 7.0 
Net borrowing requirement - 1.2 
1 Disregarding debt extinctiOn. 
2 Including participations, loans and advances. 
3 Excluding borrowing. 
4 On the preceding year's original budget. 
Note: 
1974 1975 
Original budget 
0' Flux % /o 
'000 
change4 
million 
change4 
+ 15.1 23.8 + 24.6 
+ 18.0 18.4 + 27.8 
+ 6.8 5.4 + 14.9 
+ 16.2 23.7 + 32.4 
+ 20.8 13.6 + 46.2 
+ 22.8 8.2 + 17.1 
- - 0.1 -
The figures in this table are based on the national budgets and are not recalculated on the basis of Commumty 
definitions. 
--------------------------------------
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The differing trends of the various demand 
componenns willl affect production correspond-
ingly. For example, whilst it is reasonable to 
expect that the industries working for the do-
mesJtic market (services, for e}(!ample) wiJH enjoy 
some degree of stability, production in the ex-
port industries willil probably not begin growing 
again for some time. Gross domestic product, 
taken •as a whole, will probably faLl by about 
3%. 
As a result, employment could we!ll go on declin-
ing in 1976, with some net emigration of labour 
and the persistance of a minor unemployment 
problem. 
The rate of increase of consumer prices will 
probably slow down 'in coming months, but even 
if annual rate of increase falls to a little less 
than 97c by December, the average rate of in-
crease for the year wiil be about the same as in 
1974. 
Since exports are likely ·to decline further and 
imports to increase slightly, the external balance 
should show a substantial deficit. 
The main features of the present situation in 
Luxembourg are the lack of uniformity in trends 
from sector to sector, with a pronounced weak-
ness in the exporting manufacturing industries 
and sustained ex'Pansion of certain service 
sectors. Thus the crucial economic policy pro-
blem is that of guiding support .along selective 
lines, with proper timing, towards the industries 
that have run into difficulties, and of tempering 
the impact of the employment crisis in certarin 
industries wirt:hout once •again fuelling inflation. 
Major economic policy measures 
November 1974: 
- Pursuant to a regulation issued by the Bank 
Control Commissioner, investment funds must 
notify the Commissioner each month of their 
financial position, as from 1 December 1974. 
The purpose of the regulation is to supervise 
each fund's financial position, month by month, 
and if necessary to check the accounts. 
December: 
- The law on the central government revenue 
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and expenditure budget for the 1975 financial 
year was published. It provides for: 
- revenue and expenditure of Lfrs 26 340 mil-
lion and Lfrs 26 330 million respectively; 
- reduction in the value added tax rates from 
10% to 5% and from 57o to 2%, mainly 
for foodstuffs; 
- authorization for the Finance Minister to 
issue treasury bonds; 
- a ceiling on the recruitment of new govern-
ment employees; 
tax reliefs for earners of small and medium 
incomes. 
January 1975: 
- On 1 January 1975 the wages and salaries 
of bank employees and iron and steel workers 
were increased by some 12% and 17% respect-
ively. On the same date the statutory minimum 
wage was raised by 14%, and pensions were 
also adjusted. 
- Persons receiving wages not exceeding a cer-
tain amount and building or buying a first dwel-
ling were authorized to claim back up to 
Lfrs 60 000 and Lfrs 30 000 respectively of 
VAT due on the transaction. Fifty percent of 
the same benefit was made available to persons 
with wages or salaries exceeding the net mini-
mum by not more than 20%. 
March: 
- To relax mortgage credit control, the Bank 
Control Commission, with the agreement of the 
Government: 
- decontrolled the rates applicable to second 
dwellings; 
- lowered from 70 to 60% of the borrowed 
capital the minimum of 'own' funds required 
for certain personal loans; 
- reduced from 10.5 to 10% the general mini-
mum mortgage interest rates; 
- lowered /row 70 to 30% the 'own' funds 
required from property developers, the dura-
tion of the loans remaining limited to two 
years. 
April: 
- On a Government proposal, it was decided 
to allocate a sum of Lfrs 3 400 million from the 
1914 surplus to stimulate economic activity. 
Luxembourg 
TABLE 1: Key indicators 
1969 1970 1971 1972 1973 1973 
% change by volume Indices 
on preceding year 1970= 100 
Gross domestic product + 7.7 + 3.9 + 0.9 + 4.1 + 7.5 113 
Industrial production + 11.4 + 2.4 ± 0 + 4.6 + 12.5 118 
Imports + 11.3 + 14.1 + 3.3 + 4.9 + 11.1 120 
Private consumers' expenditure + 4.5 + 4.9 + 5.8 + 4.4 + 6.0 117 
Public current expenditure on goods 
and services + 3.3 + 2.2 + 3.0 + 2.7 + 3.5 109 
Gross fixed asset formation + 7.8 + 10.7 + 12.9 + 0.5 + 5.1 119 
Exports + 13.8 + 7.3 - 2.1 + 6.0 + 13.1 117 
Gross domestic product per head of 
population + 7.1 + 3.5 - 0.6 + 3.1 + 6.1 109 
Gross domestic product per person in 
employment + 7.0 + 1.3 - 1.7 + 1.4 + 5.3 105 
% change by value 
on preceding year 
Gross income per employee + 5.9 I + 12.5 l + 9.1 I + 9.1 I + 11.1 132 
TABLE 2: Selected monthly indicators 
Year Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec 
Industnal production 1973 138 2 147.1 149.2 1424 144.6 1413 144.2 146.2 145.7 149.7 158 5 1491 
(1963 ~ 100) 
1974 156 4 163.7 153 2 153.3 152.4 154 9 153.0 149.7 153.2 153.8 144.4 /33 4 
1975 130 5 129 4 128 0 1159 
Unfilled vacanctes 1973 730 657 775 703 675 693 598 588 664 652 649 615 
1974 662 600 676 711 599 666 656 593 519 437 395 390 
1975 230 99 178 263 255 
Consumer pnces 1973 1136 1142 114.6 115.7 117 1 1172 117.1 1113 117.5 1183 119.1 120.2 
1974 1213 123 6 124.4 1260 1272 127.5 128 9 1292 129 9 131.2 1327 133.7 
1975 134 6 136 6 137.5 139 2 140 I 141 1 
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NOTES TO GRAPHS AND TABLES 
Source: Statistical Office of the European Communities (except as otherwise indicated). 
Graph 1 
Luxembourg 
Industrial production: excluding construction, food, beverages and tobacco; month to month change (three 
month moving averages); adjusted for seasonal variations. 
Graph 2 
Unfilled vacancies: adjusted for seasonal variations; three-month moving averages. 
Graph 3 
Consumer prices: month to month changes (three-month moving averages); source: STATEC. 
Table 1 
GDP at market prices. 
Industrial production: value added by industry. 
Exports and imports : goods and services. 
Gross income per employee: income from paid employment (including employer's share of social insurance 
contributions). · 
Table 2 
Industrial production, excluding construction, food, beverages and tobacco: adjusted for seasonal variations. 
Unfilled vacancies: seasonally adjusted end-of-month figures. 
Consumer prices : not adjusted for seasonal variations. 
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H. United Kingdom 
The level of economic activity in the United Kingdom remained virtually unchanged 
during the first half of 1975. As a result of this continued stagnation} there was a 
sharp rise in unemployment and a further fall in · the volume of imports. The 
current account of the balance of payments registered a distinct improvement but a 
large deficit remained. The rate of inflation} already very high in early 1975} accele-
rated further} partly as a result of budgetary measures. 
Economic activity is unlikely to show any marked sign of recovery during the 
remainder of the year with GDP only registering a rise of 1% between 1974 and 
1975. If the anticipated upturn in world trade materializes in early 1976} the outlook 
for growth} employment and the balance of payments would improve. 
1. Recent developments retail price inH~tion did not abate. The current 
balance of payments •improved. 
Output in the first haM of 1975 hardly changed 
from the level reached in the finaJ quarter of 
197 4. The rising trend in dome!Sitric consumption 
was offset by a disrt!i.nct fall in private indust1.1ial 
investment. Despite a tendency for prices of 
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materials and fuel pm-chased by manufacturing 
industries to stabilize, the undedying rate of 
After a marked fall in the fin'clll quarter of 1974, 
exports expanded again in earJy 1975. Between 
the h~st qllilll:lter of 197 4 and the fiTst quarter of 
19 7 5, the va!lue of exports, on an overseas too.de 
S1tlaltistics basis, rose by no 1less than 13 % ( 8% 
in volume terms ) , reaching a level some 31 % 
higher than a year before. 1 • A particularly sharp 
rise occurred in deliveries to developping count-
ries, especially to oil exporting countries. In 
contrast to 1974 ,exports to EEC countries, as a 
proportion of total U.K. exports ( 3 3% in 
1974), fell somewhat during the first three 
months of the year. Exports in April were ab-
normaHy low as a result of an industrial dispute. 
Gross fixed capital formation at constant prices 
was ,sciihl. rising duri.ng the final quarter of 19 7 4 
and the expeoted . fa:N in manufactu11ing invest-
ment, forecast from offidal intentions surveys, 
did not mareria1ize. 
1 Unless otJherw:ise st.a.ted, this anallysis is based on 
seasonally ad;usted data. 
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There are probably three reasons why the vol-
ume of total fixed investment had probably fal-
Jen onJy s~~ghtly during the first haJJ of 1975 in 
spite of a substantial reduction in private indus-
trial investtment. Firstily, nationaiiz·ed ·industries' 
inv·estment was no longer affected by earher 
spending outs and gvaduatly resumed its e~pan­
sionary trend. SecondJy, mining and quarrying 
investment continued to v1se strongly as a resuh 
of North Sea oil and gas aotirvity. Thirdly, invest-
ment in public dwellings has remained at the 
high level achieved in 197 4, whereas private 
dwellings investment, which had fallen by some 
20% between 1973 and 1974, bottomed out in 
the first half of 19 7 5 as the inflow of funds to 
the building societies increased sharply and the 
rate of starts recove~ed. 
Investment in stocks is likely to have fallen in 
the first haM of 1975 judging by the s.luggi<sh-
nes<s of output and by the low level of imports 
of indust·riail materials. There was, however, 
some invo~untary increase in stocks of finished 
goods as the rising trend of consumer's expendi-
ture came to an end. 
The ~ume of personal consumption, which re-
covered during the second haM of 197 4 at an 
annual rate of 6% from the much depressed 
levels reached in t:he first ha'1£, 'showed no 
further signs of expansion. Preliminary estimates 
for the first quarter of 1975 indicate ·a failil at •an 
annual ra:te of 1.2% . The number of new car 
registmtions, whioh fcil by 14% between 197 3 
and 1974, showed erratic movements in the 
opening months of 1975, but remained below 
the average of JaM: year. COlliSumers' expenditure 
in current prices was sustained by a continued 
sharp rise in personail dispos'3!bJe income. In the 
twelve months to Apri>l, basic wage rates rose 
by 3% and .there were no signs of ~any signifi-
cant decderation. Average earnings, however, 
slowed down in the opening months of 1975 as 
they were increasingly affecred by shorNime 
working and reduced ovevdme. With ,a further 
slight fall in em'J)loyment and after taking into 
account other personal income, and the effee1ls 
of inJilation and fisoal dmg, reaJ. personal di>s-
pos·ab1e income is estimated to have faJJlen be-
tween the last quarter of 197 4 and the first 
quarter ,of 1975. The rise in the volume of 
private consumption has been made possible by 
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a fall in the savings ratio from the very high 
level recorded in late 19 7 4 (over 12 % ) . 
The weakening trend in demand was reflected 
in output, which remained virtuailily unchanged 
in >the first quarter of 1975. Manufacturing pro-
duction rose marginai1ly compared to the :last 
quarter of 1974 bult the seasonal corrections 
may not have taken fUilJ account of the changed 
pattern of holidays. Analysis by rindustry .reveoos 
fairly distinct trends: engineering industries are 
stilll producing at the high levds .of mid-197 4 
and many firms reponted that lack of ski!lled 
labour is a factor limitling 'their output. On tJhe 
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other hand, output of the construction, textile 
and clothing industries continued to fahl in the 
first quarter. The monthly ave'ttage of car pro-
duction in the finst four months of 1975 was 
9% lower than that of 1974. 
Unemployment1 continued to vise, reaching 
854 000 ( exd. schoo[ leavens and aduh stu-
dents, or 3.7% of all employees, in May 1975. 
This rise was widd.y spread and affected vivtuaJ-
ly adJ. industries and services. The construction 
industry continued to be more seveTely affected 
than other sectors: about 12% of the latbour 
force was unemployed in Aprhl 1975, arrounting 
for about 19% of the total unemployment 
' ·HgLlll'es ·relate to UK. 
Hgure1 . The depressed state of the ~abour market 
is also reflected in ,the inorea:se of 1short-time 
working and the tsha·rp reduction in ovel'Ttime. 
In manufacturing industJries2 , fur instance, over 
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4 % ( 250 000) o£ ·all operatives were on short-
time working in May 1975 compared w1th only 
0.7 % ( 34 000) in May 1974. The North of 
England and Srottl.and -appear to harv.e been af-
fected least by the weakening demand for labour. 
In the ·latter area, thrs i·s cet1tainly due to struc-
tuml f·actors, given the massive burld-up of the 
off-shore programme there and the consequent 
growth of industries which supply and equip the 
oil cigs. 
· The wholesale price index of materials and fuels 
fell in the three months to April. by 0. 7% , com-
pared t o the preceding 1thr·ee months, re£1eoting 
the continued full in wol'lld commodity prices. 
Wholesale output prices (home sa!les ) recorded 
some deceleration in recent months but, 1in ApriJ. 
were nevertheless some 24.4 % higher than- a 
year ago. During the first four months of the 
year' ·reta~i:l prices 1 ·rose ·at an average monthly 
rate of 2.5 % , substantially faster than in 197 4 
( 1.5 % ) and reached in Apdll, a. year-on-year 
rate of increase of 21.7 % . Largely ·a:s a resUilt of 
the Aprhl Budget measu11es, ·tJhe increase 1in May 
was exceptJionaHy high. 
l Not seasonally adjusted figures. 
2 Figure relates to Great Britain. 
The trend of imports was fahling. In tJhe three 
months to April 197 5, the value of imports (on 
an overseas trade statistics basis) was 7.8-% 
lower than in ·the preceding vhree months , re-
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f1lecting the s1uggi'shness of demand 1and OUJt:put 
as we11 as some destoclcing of industtriail mate- . 
rials. 
In the £ir.st four months of the year, the defidt 
on visible trade was reduced rto £972 million as 
against £ 1 683 million in the corresponding 
period of 1974. For the same periods, 1the cur-
Imports Mio Eur 
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rent account deficit tutaililed £492 miJJion and 
£1 264 million respectively. 
During the fi!!St three months of 1975, ~he ef-
fedtive depredation of s1tet.il:i:ng remained . stable 
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at abourt: 21 Y2 % from Smithsonian parities but 
widened to 24% /25% in M•ay. Since the end 
of 1974 official reserves have risen by $343 mH-
Hon to reach $7 132 at the ·end of ApJ.'!hl, after 
including public \Sector foreign currency borrow-
ing of $220 mi'hlion under the exchange cover 
scheme and 1tJhe draw:ing of the ·remaining $1 000 
million of the Euro-<lohlar loan, announced in 
the March 197 4 Budget. In May, however, sup-
port for sterung in !!lhe .foreign exchange markets 
by the Bank of England caused •the reserves to 
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£ai11 by $641 million, after inclusion of the pro-
ceeds of two loans from .the European Coal! and 
St~~ Community ~ing $72 miLlion. 
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1974 1975 
Interest rntes moved gmdually downward. The 
3-month inter-hank rate £eLI from around 12Y'2-% 
at the end of 1974 to about 10% at ·the end of 
Aprhl. The Minimum Lending ;Rate was reduced 
in severail stages from 11 Y2 ~ (at the end of 
1974) to 9%% (end-Aprnll), but rose again to 
10% in early May. Money supply, broadly de-
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fined ( M3 ) continued to Tise .at a .modest pace 
as growth of bank!lending rempned s!luggish and 
as the large expansionary effect of ·tne public 
deficit WQS of.fset by ·substantial sales of govern-
ment stock to the priViate non .. bank sector. The 
narrowly defined money supply, however, rose 
muoh faster but it·s pace rem~ed below rhe 
current inflation rate. 
Demand for and supp!J of goods and services 
Exports3 
Gross fixed asset formation 
Public current expenditure on goods and 
services 
Private consumers' expenditure 
Gross domestic product4 
Imports3 
1 Preliminary estimates. 
2 Forecasts. 
3 Goods and services. 
1972 
At 
current 
market 
prices 
£ 
million 
13 252 
11 585 
11 776 
39 428 
62 575 
13 424 
4 Including changes in stocks (not shown separately). 
2. Outlook 
Although GDP is expeoted to show, for the year 
as a whale, some growth (about 1% ) over 
1974, the comparison is distorted by the impact 
of the threeday working week on last year's 
figures and ,~ends to disguise the extent of the 
present slowdown of economic activity. The 
Government's present strategy to make room in 
the economy for the release of the necessary re-
sources for export should, however, improve the 
conditions for economic growth in 1976, 
aithough 'the rate of increase in GDP is Jikely to 
remain below that of productive potential. 
1973 1974 1 1975 2 
% change on preceding year 
Volume Value Volume Value Volume Value 
+ 9.4 + 24.8 + 5.6 + 31.4 +1 + 20 
+ 4.1 + 21.6 -2.6 + 15.9 -3 + 14% 
+ 3.7 + 12.7 + 1.9 + 23.9 +5 + 33 
+ 4.7 + 13.6 - 0.1 + 14.5 +1 + 21 
+ 5.4 + 13.4 + 0.3 + 12.9 +1 + 23% 
+ 11.3 + 36.3 + 0.9 + 44.2 -1¥:! + 11% 
For the immediate future no fwther growth of 
exports is foreseen but a marked acceleration is 
expected towards the end of 1975 or in the 
early months of 1976, when the United King-
dom should be able to take fuM adw.nt'age of the 
anticipated upturn in world trade. 
The outlook for total fixed investment for the 
year as a whole i:s for a decl!ine from The level 
achieved in 1974. However, ,the picture would 
have been much worse without the anuidpated 
rise in investment by nationalized industries ~d 
the continued high level of investment ,associated 
with North Sea oiL The effects of the slowdown 
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in the economy and of 'the squeeze on corporate 
1iquid~ty in 1974 will become increasingly ap-
parent in the level of manufacturing investment: 
the decline already noted in the first half of the 
year will certainly continue into 1976. Invest-
ment in private sector dwellings is expected to 
gradually recover and move into a rising trend 
in 1976. 
After a modest rise during the first haJJ of 1975, 
due partly to anticipatory buying in advance of 
increases in Value Added Tax, consumers' ex-
penditure is expected to fall somewhat in the 
second half of the year, as rising unmployment, 
high rates of inflation and higher personal taxa-
tion exert an increasingly negative effect on real 
disposable income. In contrast, public sector 
current e~penditure on goods and services is ,ex-
pected to continue to rise strongly during the 
outlook period. 
The Central Government Budget 
1974-1975 1975-1976 
Budget Budget Provi- Budget 
Estimate Estimate sional Estimate 
(March 1974) (Nov. outturn (April 1975) 1974) 
£million %3 £million £million £million %3 
Expenditure1 31 310 + 16.2 34 390 35 668 43 708 + 39.6 
of which: 
- current expenditure 26 629 + 22.9 28 783 29 829 37 865 + 42.2 
- capital expenditure2 4 681 - 11.3 5 607 5 839 5 843 + 24.8 
Revenue 29 785 + 29.8 30 460 30 559 35 881 + 20.5 
of which: 
- direct taxes 13 033 + 37.2 13 312 13 146 16 074 + 23.3 
- indirect taxes 9 012 + 20.9 8 570 8 619 10 520 + ,16.7 
Net borrowing requirement(-) 
or surplus ( +) - 1 525 - - 3 930 - 5 109 - 7 827 -
1 Disregarding debt extinction. 
2 Including participations and loans. 
3 Percentage change on Budget estimate of preceding year. 
Note: 
The figures in this table are based on the national budgets and are not recalculated on the basis of Community 
definitions. 
With total output virtually flat, unemployment 
will continue to rise and could exceed 1 million 
( 4.3 7c of ail employees) during the Autumn of 
this year. 
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Imports in the second half of 1975 are e~ected 
to remain at a low levd in view of the decline 
in manufacturing investment, the expected slow-
down in consumers' ex'Penditure and the ab-
sence of any significant stimulus from stock-
building. As a result of further movements in 
the terms of trade in the United Kingdom's 
favour and an improvement in the external bal-
ance in resource terms, the current account de-
ficit for 1975 is not expected to exceed 2 500 
million. 
The outlook for prices during this period re-
mains disturbing. The beneficial effect arising 
from the more f,avoumb~e trend in import prices 
is likely to be offset by continued pressure from 
high wage settlement'S and price increases by 
narl!ionr.rlized industries. The underlying rate of 
increase of retaa prices will. fall only sl<YWly 
from mid-1975 and, by the turn of the year, tlie 
increase over the previous twelve months wHI 
still be above 20%. 
The key problem confronting the United King-
dom- as the Chanceillor of the Exchequer him-
self recognized in his Budget 1speech in Ap11il 
this year-remains inflation. Practically all the 
other major economic problems, such as the 8ize 
of the ba~lance of payments current account de-
ficit, the record public sector borrowing require-
ment, rising unemplo)"ment and falling ,invest-
ment, will remain to a large extent unsolved 
undl there are signs that inflation itself is being 
mastered. In the present situation price inflation 
depends more directly than in the past, on the 
future trend of pay settlements. Therefore, un-
less the guidel.ines for pay increases hid down 
by the TUC as part of the 'sodatl contract' are 
more striody followed, or some other policy 
designed to moderate wage inflation is pursued 
successfuhly, the short-term outlook for the 
British economy wi'll remain disturbing. 
Major economic policy measures 
and decisions 
December 1974: 
- On 6 December the Government announced 
plans to take a large shareholding in Britsh Ley-
land in return for a Treasury guarantee of addi-
tional loans for investment purposes. 
- On 9 December, the Secretary of State for 
Energy announced a series of measures to con-
serve energy-saving investment in industry, in-
creases in the price of fuels, reduced speed 
limits on roads, and compulsory limits on heating 
levels in non-residential buildings. 
- On 12 December the British Gas Corpora-
tion announced that domestic gas prices would 
be increased by an average of 12% from 
1 January. 
- On 17 December, the Secretary of State for 
Energy announced the abolition of maximum 
prices for petrol and oil products, and price in-
creases (e.g. petrol + 16%) to become effective 
from 20 December. 
- The Secretary for the Environment announ-
ced, on 19 December, that the freeze on com-
mercial rents would end on 1 February, 1975. 
It was also announced that the British Steel 
Corporation would raise its prices by 20% as 
from 2 January 1975. 
- A new Price Code came into operation on 
20 December. The principal changes made were: 
- to allow firms to pass on to prices a greater 
proportion of increases in labour costs; 
to permit firms to recoup by increased prices, 
over a periad of one year, up to 17 1;2% of 
the cost of their investment expenditure for 
that year on plant, machinery and industrial 
building; 
to provide improved safeguards for profit 
margins. 
- British Rail announced, on 27 December, 
that fares would be increased by an average of 
121;2% from 26 January 1975. 
January 1975: 
- On 3 January the Post Office announced 
plans to raise postal and telecommunications 
charges from March 17 to raise additional re-
venue estimated at £650 million per annum. 
- On 13 January restrictions on heating levels 
in non-residential buildings, and on the use of 
electricity for advertising, came into force. 
- On 17 January, the Bank of England mini-
mum lending rate was reduced by %% to 
11%%. 
- The control on exports of coal, coke and 
solid fuels, introduced in February 1974, was 
lifted as from 21 January. 
- The Bank of England's minimum lending 
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rate was reduced from 11 %% to 11 % on 
24 January. 
- A further drawing ($700 million) was made 
on the $2 500 million Eurodollar loan (an-
nounced at the time of the March 1974 Budget). 
February: 
- On 7 February the Bank of England's mini-
mum lending rate was reduced by -%% to 
10-%%. 
- On 11 February, the Secretary of State for 
Trade made an order removing the control, im-
posed in October 1974, on exports of oil and 
liquefied petroleum gases, with effect from 
4 March. 
- On 14 February the Bank of England's min-
imum lending rate was reduced by %% to 
10%. 
- The National Coal Board announced price 
increases on 17 February. From 1 March the 
price of industrial and coking coal is to be in-
creased by 30% and prices for house coal are to 
be increased by about 22% from 1 April. The 
rises followed the 30% pay increases to the 
miners. 
- In the annual farm price review, announced 
on 17 February, prices of milk, butter and 
cheese were increased. 
- On 21 February, the Post Office was given 
clearance to increase post and telephone charges 
as from 17 March. The rises will give extra re-
venue of £650 million a year. 
- The Bank of England ended on 28 February 
two controls over the banking system: the sup-
plementary special deposits scheme, and the 
limit on the maximum rate of interest (9%%) 
that banks were allowed to pay on small de-
posits. A final drawing ($300 million) was made 
on the $2 500 million Eurodollar loan ( announc-
ced at the time of the March 1974 Budget). 
March: 
- On 3 March the subsidy on butter was in-
creased to £233 a ton. 
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- The Bank of England's mzmmum lending 
rate was reduced by -%% on 8 March, and by a 
further -%% on 21 March, to reach a level of 
10%. 
- Increases in the price of electricity for do-
mestic, industrial and commercial users were 
announced on 25 March. The increases, ranging 
from 7%% (commercial and industrial users) 
to 28%% (domestic consumers) will be effect-
ive from 1 April and should yield additional 
annual revenue of £460 million. 
April: 
- The Budget for the financial year 1975/1976 
was announced on 15 April. Compared to the 
previous financial year, the rise in total public 
expenditure was forecast at 23% compared with 
22% for receipts. The public sector borrowing 
requirement was estimated to rise from the pro-
visional outturn of £7 602 million for 1974/ 
1975 to £9 055 million in 1975/1976. The 
principal points from the Budget Statement 
were 
- increase of 2 percentage points on the base 
rate (33% to 35%) and on higher rates of 
income tax, coupled with higher tax-free 
allowances; 
- the scheme for tax relief on inflation-induced 
stock appreciation is to be continued for a 
further year and its coverage modified; 
- value added tax to be increased from 8% to 
25% on most electrical goods, photographic 
goods, furs and jewellery; · 
- duty on alcoholic drinks and tobacco to be 
increased; 
- excise duty on vehicles to be increased, (e.g. 
from £25 p.a. to £40 p.a. for cars); 
- public expenditure to be reduced by £180 
million in 1975/1976 through reductions in 
price restraint subsidies to nationalized in-
dustries, and by a further £900 million in 
1976/1977 mainly by reducing food sub-
sidies, capital expenditure on housing, in-
vestment by nationalized industries and the 
defence budget; 
- additional funds (£50 million) to be made 
available over the next two financial years 
to strengthen manpower training program-
mes, and special payments to be made to 
firms prepared to defer planned redundan-
cies; 
- special assistance to be given to firms willing 
to advance their investment proiects. 
- On 19 April, the Bank of England's mini-
mum lending rate was reduced by -%% to 
9~%. 
May: 
- On 2 May a Bill was published proposing 
that nationalized industries should receive a 
further £650 million as compensation for price 
restraint in 1974/1975. 
- It was announced on 22 May that old-age 
pensions are to be increased by 15% from 
17 November. 
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TABLE 1: Key indicators 
1970 1971 1972 1973 1974 1974 
% change by volume 1970=100 on preceding year 
Gross domestic product + 1.8 + 2.0 + 1.4 + 5.3 + 0.6 109.6 
Industrial production + 0.3 + 0.4 + 2.0 + 7.2 - 3.2 106.4 
Total imports + 5.0 + 4.7 + 9.7 + 11.3 + 0.9 129.0 
Private consumers' expenditure + 2.4 + 2.6 + 6.0 + 4.7 - 0.1 113.8 
Public current expenditure on goods 
and services + 1.5 + 3.0 + 4.1 + 3.7 + 1.9 113.3 
Gross fixed asset formation + 2.0 + 1.6 + 2.7 + 4.1 - 2.6 105.8 
Total exports + 4.8 + 7.0 + 2.6 + 9.4 + 5.6 126.8 
Gross domestic product per head of 
population + 1.6 + 1.5 + 2.0 + 5.0 + 0.5 109.3 
Gross domestic product per person in 
employment + 2.8 + 3.7 + 3.1 + 3.2 n/a nfa 
% change by value 
on preceding year 
Gross income per employee + 12.71 + 12.51 + 11.9 I + 11.8 I n/a nfa 
TABLE 2: Indicators for internal and external equilibrium 
1970 1971 1972 1973 1974 
Balance exports less imports 
in million Eur + 909 + 1 776 -412 - 4 228 - 11181 
as percentage of GDP 0.9 1.5 -0.3 -2.8 -6.5 
Unemployment rate 2.6 3.3 3.7 2.6 2.8 
Consumer prices 
(% change on preceding year) + 5.8 + 8.2 + 6.7 + 8.6 + 16.1 
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TABLE 3: Foreign trade (at current prices) 
0 u change on precedmg year Indtces Mtlhon 
0
0 of 
1970~ 100 Eur totals 
1970 1971 1972 1973 1974 1974 1974 1974 
Vtstble exports 
Total 
' 
9 8 ~- 13.9 -j- 6 2 + 27 6 + 32 4 204.5 39 586 100 
Intra-EEC + 14.1 + 12 9 -- 10.6 + 37.1 + 36 7 234 (I 13 219 33 4 
E~tra-EEC + 8 2 + 14 3 + 44 + 23 5 + 30 4 192 4 26 367 66 6 
Exports of food, beverages and tobacco + 13 3 + 14 3 '12 3 -1- 32.4 + 21 6 206 7 2 551 6 4 
Exports of raw matenals, fuel and power + 13 5 ~- 7 3 
-1- 9.0 ~ 43 0 + 67 6 280 0 3 226 8 I 
Exports of sem1-fimshed and fimshed mdustnal goods and 
mtscellaneous goods t- 9.3 + 143 + 55 + 26.2 + 30 9 199 3 3.1 809 85 5 
V lSlble tmports 
Total + 8 7 + 8 7 + 13.4 + 42 3 j- 45 9 256 5 55 481 100 
Intra-EEC + 13 5 + 19 5 -j- 20.8 + 47 7 -j- 48 6 316 9 18 533 33 4 
Extra-EEC + 7 0 + 4.7 + 10.3 -1- 39.9 + 44 6 234 1 36 948 66 6 
Imports of food, beverages and tobacco + 6 1 + 6 3 + 8 3 + 31 5 + 22 0 184.3 9 070 16 3 
Imports of raw matenals, fuel and power t- 6.8 -j- 9 1 + I 9 + 43 9 _,_ 95 2 312.0 17 297 31 2 
Imports of semt-fimshed and fimshed Jndustnal goods and 
mtscellaneous goods + 10 8 t- 9 5 -1- 21.2 + 45 8 + 35 5 261 9 29 474 52 5 
TABLE 4: Selected monthly indicators 
Year Jan. Feb Mar Apr May June Julv Aug Sept Oct. Nov Dec 
Indu~tnal ptoduction 1973 108.6 1102 1106 109.2 109 0 110 0 110 9 110 5 110 8 111.4 110 4 106 6 
(1970 ~ 100) 1974 1012 103 3 105.9 107.3 107 5 108 6 1092 1091 107 6 1070 106 6 102.8 
1975 104.9 105 5 104 6 
Unemployment 1973 736 2 69} 5 663.4 648 7 630 3 621.5 608 9 594.8 574 3 542 1 516.9 5024 
(000) 1974 562 2 576.3 5726 573 4 575.3 589 9 6106 634.9 6414 637 1 638 2 n/.1 
1975 708.4 736 7 754 1 794.2 853 5 
Construction: Housmg starts (000) 1973 30.2 33.4 30 8 28.9 26.1 27 4 25 3 26.1 288 23.4 24 1 23.2 
1974 21 7 23.3 24 8 218 21.7 215 18.0 211 201 19.7 195 186 
1975 26.0 28 0 24 8 
Pnvate consumers' expenditure 1973 1197 123.1 126 8 119 6 120.9 124 9 126.2 127 5 129 3 132.4 134.1 135.7 
value of retail sales 1974 134.7 137.0 138.4 138 9 138.7 143 5 146 6 150.5 154 0 156.4 160 3 158.8 
(1971 100) 1975 165 8 166.7 166 3 
Retail pnces 1973 171.3 172 4 1734 176.7 178 0 178 9 179.7 180 2 181 8 185 4 186 8 188.2 
(Jan. 1962 ~ 100) 1974 191.8 195 1 196.8 203.5 206 4 208.5 210.4 210 6 212.9 217 1 221.0 224 2 
1975 230.0 233 8 238 4 247.6 
Exports 1973 2 088 2 160 2071 2256 2 146 2 304 2 306 2 352 2 503 2 357 2 453 2446 
(million Eur) 1974 2426 2 760 2 902 3 062 } 130 3 178 3 209 3 307 3 470 3 233 3 110 3 326 
1975 3 749 3 494 3 696 3 278 
Imports 1973 2 256 2 328 2 578 2 294 2 7}4 2 635 2 748 2 894 2 974 3 324 3 130 3250 
(mtllwn Eur) 1974 3 360 3 790 3 989 4 001 4 279 4219 4 246 4 289 4 358 4 418 4 550 4 188 
1975 4 409 4 190 3 979 3 972 
Balance of tr.1de 1973 - 168 - 168 - 507 - 38 - 588 - 331 - 442 - 542 - 471 - 967 - 677 - 804 
(mtlhon Eur) 1974 - 934 - 1030 - 1087 - 939 - 1 149 - 1 041 - 1 037 - 982 - 888 - 1 185 - 1440 - 862 
1975 - 660 - 696 - 283 - 694 
Offictal foretgn exchange res"rves 1973 4 000 3 610 3 562 3 701 4150 4 180 3 663 3 642 3 483 3 695 3 776 3 706 
(million Eur) 1974 3 670 3 494 3 678 3 986 3 881 3 768 3 748 3 859 4 094 4 269 4 333 3 615 
1975 3 554 3 679 3698 3 713 
Money suppk 1973 61392 63 422 64 416 65 376 65 592 66 888 69 336 70992 72 672 74 328 75192 77160 
(mlihon Eur) 1974 78 744 80 184 80 232 80 280 80592 80 448 82 968 83 832 83 952 84 360 85 392 85 992 
1975 86 328 87072 87 888 88 032 
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NOTES TO GRAPHS AND TABLES 
Conversions into Eur (1 Eur = 0.8"88671 g of fine gold) £ 1 = 2.4{) Eur. 
Seasonally adjusted unless otherwise stated. 
Key to sources:- (a) Central Statistical Office. 
(b) Department of Employment. 
(c) Bank of England. 
(d) Statistical Office of the European Communities. 
United Kingdom 
(e) Office of Population Censuses and Surveys, General Register Office (Scotland), General 
Graph 1 
Register Office (Northern Ireland). 
(f) Ministry of Health and Social Services (Northern Ireland). 
(g) Department of Trade and Industry. 
(h) Department of the Environment. 
Exports fob. Series adjusted for seasonal variations: three-monthly moving average (d). 
Graph 2 
Industrial production : three-month moving average of all industries index (1970 = 1 00) (b). 
Graph 3 
Labour market (Great Britain): wholly unemployed excluding school-leavers and adult students; number of 
adult unfilled vacancies. 
[Note: figures for December 1974 and January 1975 not available because of industrial dispute in Employment 
Offices] (b). 
Graph 4 
Wages and consumer prices: three-monthly moving average of index of monthly average earnings in Great Britain 
(all employees) (January 1970 = 100): three-monthly moving average of retail price index (all items not seasonally 
adjusted.) (Index based on January 1962 = 100, January 1970 = 100) (b). 
Graph 5 
Imports cif: series adjusted for seasonal variations; three-monthly moving average (d). 
Graph 6 
Balance of trade: difference between the seasonally adjusted figures for imports and exports (d). 
Graph 7 
Current account: Imports and exports on fob basis. Invisible balance includes services, factor incomes and 
current transfers (a + g). 
Graph 8 
Bank lending to the private sector: advances (not seasonally adjusted) by the total banking sector to UK residents, 
excluding lending to the government, local authorities, public corporations and financial institutions. Breaks in 
the series occur in the first quarter of 1972 and the first quarter of 1973 (c). 
Table 1 
Gross domestic product at market prices (d). 
Index of industrial production (all industries) (1970 = 1 00) (a). 
Total imports and exports of goods and services (d). 
Total population at end-June (not seasonally adjusted) (e). 
Persons in employment: working population excluding the unemployed. Owing to a break in the series, figures 
prior to 1971 have been adjusted. 
Gross income from employment (a). 
Employees: persons in employment (as defined above) excluding employers and self-employed (b + f). 
Table 2 
Exports less imports : balance of goods and services (d). 
Unemployment rate: number of unemployed as a percentage of the estimated number of employees (including the 
unemployed) (b + f). 
Consumer prices: deflator of private consumption (d). 
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Table 3 
Exports (fob) and imports (cit) of goods on an overseas trade statistics basis. EEC figures are shown on the 
new basis throughout. The products have been grouped according to the SITC sections 0 and 1, 2-4 and 5-9 (g). 
Table 4 
Index of industrial production (all industries) (1970 = 100) (a). 
Unemployment: wholly unemployed, excluding school-leavers and adult students (b + f). 
Construction: private and public housing starts in Great Britain (h). 
Retail sales : index numbers of the value of sales at current prices (1971 = 1 00) (g). 
Retail price index (all items) (not seasonally adjusted) (January 1962 = 100) (b). 
Exports (fob) and imports (cit) of goods on a balance of payments basis (a). 
Official foreign exchange reserves: end-month figures (not seasonally adjusted) comprising gold, IMF Special 
Drawing Rights, convertible currencies and, from July 1972, the UK's reserve position at the IMF. Before 
conversion into Eur, values have been converted into sterling at prevailing middle rates. For these reasons, 
breaks in the series occur in December 1971, July 1972 and February 1973 (c). 
Money supply: M3 (including interest-bearing deposits). Breaks in the series occur in April 1972 and April 
1973 (c). 
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ANNEX 
Trends in industrial labour costs 
A. Introduction: Methods 
Every year since 1962 one of the Commission's 
Quarterly Surveys on the economic situation in 
the Community has included an Annex showing 
trends of income from employment, produc~ivity 
of labour, ,labour costs per unit of gross value 
added at constant pnices, and the implidt price 
index for gross wrlue added in industry, not 
only ~in the member countries but also in the 
United States and the United Kingdom. Last 
year the analysis was extended to Denmark and 
Ireland and since then covers the whole Com-
munity. 
The definitions and methods of calculation used 
in this survey are as fdllows: 
Gross income from employment is defined as 
wages, salaries and sooial insurance contribu-
tions. For Belgium, however, separate figures 
corresponding to this definition are stiJJ not 
available for income from employment by eco-
nomic sector; in this case, therefore, the index 
given by ,the Banque Nationa!.e de Belgique for 
the total wage biM has been used, corrected by 
the addition of the average figure for employers' 
social insurance cont,ri:butions. It shou'ld be 
pointed out that this approximation probably 
understates the true trend of wage in Belgian 
industry. The figures for labour costs in Belgian 
industry therefore have to be treated with even 
more caution than those for the other countries. 
In Denmark, Ireland, Italy and the United King-
dom, no market-price figures are published for 
gross value added at constant prices, broken 
down by economic sector; for these countries, 
therefore, factor-cost data have been used. For 
the calculation of gross va~ue added at constant 
prices, 1970 has been chosen as the base year. J.t 
would have been more appropriate to use tne 
trend of gross incomes and gross value added at 
constant prices per hour worked, but this could 
not be done because the statistics on the number 
of houl's worked in the Community countries 
are incomplete. Consequencly, these two items 
could only be calculated per employee. 
Labour costs per unit of gross value added at 
constant prices were caJculated by dividing the 
the index of the wage bi11 by the index of gross 
value added at constant prices. These figures 
can mso be obrained by dividing the wage hili 
per person employed by gross value added per 
person employed. 
As in previous years, the survey gives figures for 
the trend in labour costs adjusted for changes in 
official exchange rates. Until 1971, the caJrul:a-
tion was made on the basis of parities declared 
to the International Monetary Fund. Because of 
the devailuation of the dollar in 1971, the data 
have been converted, since that year, into units 
of account of the European Communities 
(EUR).1 The conversion rates have been sup-
plied by the Statistical Office of the European 
Communities. For currencies floating alone, (the 
Pound Sterling since 23 June 1972, 'the I~tal1an 
Lira since 14 December 1973, the French Franc 
since 21 January 1974) a rate of exchange in 
terms of EUR was calrulated (for each floating 
currency, a simple arithmetic mean of the 
market rates against EUR, ca:lculated from the 
ratio for each non-floating currency, between its 
EUR value at the central rate and irts v:alue 
against the floating currency at the market rate). 
' One U1!1!it of account = 0,88867088 g of ,fine gokl. 
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For the 'snake' currencies, floating together, 
data expressed in national currencies were con-
verted into units of account EUR, on the basis 
of the parity or the central rates. 
For the Dollar, since 19 March 1973, the rates 
of exchange with respect to EUR are calculated 
by the same method as for the floating Com-
munity currencies. 
The implicit price index is obtained by div·iding 
gross value added at current prices by gross 
vldue added -at constant prices. 
For all countries covered in this Annex, the fig-
ures are based wholly or partly on estimates. 
The following should be said about the signi-
ficance of the series used here: 
As far as possible the statistical data have been 
taken from ootionru accounts, in order to ensure 
a sufficient degree of intern-ationaJ. comp-arability. 
In this connection, however, it should be re-
membered that only the trends in the indices are 
interna<tionahly comparable. 
Use of the national accounts means that only 
annu~l figures can be used. Changes in the 
course of the year are omy partly reflected -in 
the annuail. figures concerned, and they also affect 
the results for the following year. This makes it 
more d.Ufficuh to judge short-1erm trends in 
particular. 
With regaTd to the figures for the number of 
wage -and sldary earners in industry, it was ne-
cessary in the oase of Denmark to m-ake Hnear 
interpolations between the results of surveys 
carried out in 1960, 1965, 1967 and 1969; for 
all the following years it was possible to use the 
result:s of surveys which have been effected an-
nu!rl!ly since 1969. In the case of Ireland, the 
results of annual surveys on salaried employ-
ment by sector have .also been used. 
The concept of value added differs from that 
of industrial production as generally applied in 
146 
calculating monthly indices of industrial 
production. 
This difference between value added and indus-
triail. production ( as used for production indices ) 
appoors most dearly in the implicit price index 
for gross value added. In this index, two essent-
ial factors affecting actual market prices are not 
taken into account, namely, firm-to•firm supplies 
within industry and supplies from other sectors, 
including -abroad. The trend of the implicit price 
index ·therefore differs from the trend of m-arket 
prices; the extent varies from country to country, 
since the proportion of value added in industrial 
output also varies. 
Gross income from employment in industry does 
not include aM wages contained in the market 
prices, i.e. it excludes wages paid in respect of 
goods and services supplied to industry by other 
domestic sectors. 
These remark!s should show that the series which 
foLlow must be used cautiously. They 'clre not 
intemationaJ:ly comp-arable as they suand, and 
their development in time is different from that 
of series the data of which are based not on 
value added but on gross production. 
B. Developments in 1974 
In 1974, industrial labour costs per unit of gross 
value added increased in ailJ the countries of the 
Colhmunity at a distinctly f~ster pace than in 
preceding years. In terms of nadonru currencies, 
the rise was largest in the United Kingdom ( ap-
proximately 26% against 7.5% in 197 3 ) and in 
Italy (22% against 12.5% in 1973 ). The in-
crease was also shanp in Denm'cltk and Ireland 
( 18.5% against 8.8 and 8.9% respectively in 
1973 ). Elsewhere, the growth rate was 14.5% 
in Fr-ance (against 7.6% in 197 3), t,~.ppm~imate­
ly 13% in Belgium (against 7.9%) and 11% in 
the Nethe!!lands (against 9. 7% ) . Germany came 
lowest in the table, although the figure was still 
almost 9% (against 7% in 1973 ). In the United 
States, too, the increase in industri!rl ,labour 
costs was much faster in 1974, approximately 
8.5% (against 3.1% for 1973 ). 
Calculations taking account of conversion rate 
changes vis-a-vis .the European unit of .account 
(EUR) show •a ·larger increase in labour coots 
for 1974 in Germany and the Net>henlands :than 
is indicated by ·the figures based on national 
currencies. On the other hand, in terms of the 
unh of account, the year-on-year increase was 
smadler in the United States and in .alJ. the other 
Community countries, except Belgium and Den-
mark, where the increments were the same in 
the two callCUilations. In the United Kingdom, 
the year-on-year comparison for 197 4 in EUR 
terms showed that the growth of labour costs 
gathered considerable momentum ( 21 % as 
against -8% in 197 3 ) . The same is :true for 
Ireland (13.5% as again'S>t -6.8% in 197)), 
and for l<mly (9% as against -2.6% in 1973). 
In the United States, two consecutive years in 
which fa:bour cos~ fell ( -10.5% for 197)) 
were foi11owa:l by an 8% rise in 1974. 
In geneMI., both in the COmmunity ·and the 
United States, ·the sharp rise in industrial labour 
costs is due <to the combined effects of the faster 
rise in per capita income from employment ·and 
the slowdown in productivity gains per person 
employed. 
Per capita income from employment in industry 
rose even more shruply in 1974 than in 1973 in 
ltady (23% againsJt 21% in 1973), the United 
Kingdom (22% against 14% in 1973), Den-
mark (21.5% against 17.8% in 1973), France, 
Ireland. and Belgium ( 19% •in each case against 
13%, 16.2% and 14.9% respectively in 1973 ). 
In the Netherlands, the rate of increase was 
around 15%, as in 1973. However, the upward 
movement lost a Httle momentum in Germany 
( 12% against 13.2 in 197 3). In the United 
States, the rise in per capita ·income from em-
tioyment remained distinctly &lower than in the 
countl'lies of the Community, hut did accelerate 
to some extent, increasing from 6.5ro in 1973 
to 7.5% in 1974. 
In aM the countries, productivity per worker in 
ind~try, defined as the gross value ·added ( at 
constant prices) per employee in industry, in-
creased only very ·slightly, a.od..it even fehl in the 
United-Kingdom -aru:l the United States, by 3.5% 
and 0.5% respective:ly, agGinst gains of 6.1% 
and 3.3% in 1973. In Ireland, •there was no 
increase in 1974, after the 6.7% •improvement 
recorded the previous· year. In Italy, the rise was 
1% (against 7.6% in 1973 ), tin Denmark 2.5% 
(<against 8.3% ), in Germany 3% (<against 
5. 9% ) , in the Net>heruands and Ft~ance 4% 
( against 5% in both countries in 19 7 3 ) and fn 
Belgium 5.5 % ( again&t 6.4% ) . These ·resulrs 
·are maindy due to the weakness of productive 
activity in 1974, which was re£lected in an ap-
preciable slowdown in the growth of gross 
v<a:lue added at constant prices. Although em-
ployment in industry decHned in a1J. the countries 
of the Community and in .the Untted States, the 
increase in gross vailue added per person em-
ployed was only slight. 
It shouM be noted thllit the considemble <increase 
in ·short-time working in most Community · 
countries and the contraction in hours worked 
reduce the sign:ifioance of the above figures in 
relation to the actuail trend. 
In 1974, the number of persons employed in 
1ndu'S>try increased by 3 % in I1taly ( against 0 .4% 
in 1973), 2.5% in Ireland (1.9% in 1973) and 
0.3% in France (1.8% in 1973). In the other 
member countries employment contl'lacted by 
4% in Denmark and Germany (against a ·fa.tl of 
3 .3% and no change respectively in 197 3 ) , 2% 
in the Nethenlands (a faM of 1.3% in 197 3 ) and 
0.5% in Belgium and the United Kingdom 
( -0.7% .and + 1.1% respectively in 197 3 ) . In 
the United States there WRS no change for 1974, 
following a 5.5% increase in 1973. 
In all11he countries ·the implicit price index for 
vailue ·added in •industry shows a strong rise in 
prices in 1974, much higher than that recorded 
in 1973; except for the United States, however, 
this rise was everywhere less rapid ·than that of 
wage costs per unit of gross value added. The 
increase reached about 18.5% in l•taly (<agains<t 
9.6% 'in 1973 ), 15% in the United Kingdom 
(.against 11.4% in 1973), 14% in Fvance and 
Ireland (<against 6.6.% and 9.6% respectively 
in 1973), 13.5% in Denmark (against 11.2% 
in 1973), 8% in Belgium (against 6.7% in 
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197 3 ) , 6.5% in the Netherrlands (the same ~sin 
1973) and 5.5% i.n Germany (ag.ailllst 4.0% in 
1973); in the United States there was a figure 
of ·some 10.5% (·against 2.4% in 1973). 
The longer.term trend in industrial ·labour cost·S 
per unit of gross wlue :added is illustvated in the 
attached table. Changes are given from 1970 
onwards. 
Wage costs in industry per unit of gross value added at constant prit<• 
(Including construction) 
% increase on preceding year 
1970-1974 
%increase 
Country Figures in national currency Figures Figures 
in in Figures 
national EUR1 in $2 
1972 1973 1974 currency 
Denmark 4.0 8.8 18.5 46 44.5 80 
Germany (FR) 4.6 6.9 8.8 32 50 . 86.5 
France 6.4 7.6 14.5 39 28.5 60.5 
Ireland . 8.5 8.9 18.5 54.5 20.5 50.5 
Italy 5.5 12.4 22 62 24.5 55.5 
Netherlands 3.0 9.7 11 32.5 43 78 
Belgium 7.1 7.9 13 40 43.5 79.5 
United Kingdom 9.7 7.5 26 60 25 56 
United States 1.2 3.1 8.7 14 -. 8.5 -
1 Calculated on the basis of figures in national currencies, adjusted for exchange rate variations in relation to the 
Eur. 
2 Calculated on the basis of figures in national currencies, adjusted for exchange rate variations in relation to the 
dollar. 
Sources: Estimates by Commission's departments. 
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